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Dole North Carolina Victory Committee, Inc., (“the Committee”) and its Treasurer, 
Michael W. Mitchell (“Treasurer”), (collectively hereafter “Respondents”), file this Response 
and Objection(s) to the Finding by the Federal Election Commission (“Commission”) of Reason 
to Believe (“RTB Finding”) that Respondents have committed a violation of the Federal 
Election Campaign Act of 197 1 , as amended (“the Act”). Respondents affirmatively state that 
neither the Committee nor its Treasurer have committed any violation of the Act. 

This matter was not generated based on information ascertained by the Commission or 
any of its departments or divisions ‘in the normal course of carrying out its supervisory 
responsibilities’ pursuant to 2 U.S.C-. §437g(a)(2)’ as asserted in the RTB Finding. The facts 
surrounding the violations of federal law were disclosed to and brought to the attention of the 
Commission by Respondents, not Commission st&. 

With all due respect, the Commission failed on its own to denote, ascertain or otherwise 
become aware of the embezzlement committed by Allen Haywood, Assistant Treasurer and 
Custodian of Records for the Committee (“Haywood”). Absent the diligence and honesty of the 
Respondents, the Commission no doubt would have treated this Committee in exactly the same 
manner as it treated a separate joint fbndraising committee, the North Carolina’s Salute to 
George W. Bush Committee (“Salute Committee”), from which Haywood also stole fbnds. In 
that case, the Commission terminated the Committee without discovering Haywood’s theft of 
funds or his false reporting to conceal the theft. 

Respondents have been wholly and completely cooperative with the Commission and the 
Department of Justice at all times since discovering the theft. Respondents, upon discovery of 
the crimes, reported them to law enforcement authorities and assisted in the prosecution’s case 
against Haywood, who is now serving a prison sentence for embezzling fbnds from this 
Committee and the Salute Committee’. 

I 

’ Haywood also embezzled funds from another joint fundraising committee, the Dole Victory Committee 
(“DVC”), which was a joint fundraising committee of the Dole 2002 Committee and the National Republican 
Senatorial Committee (“NRSC”) He was not charged with or convicted of his theft of knds from that committee 
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Notably absent from the Commission’s RTB Finding is the fact that Havwood is now in 
prison for stealing funds from the two Committees. Haywood’s prosecution, indictment, guilty 
plea and imprisonment resulted almost entirely from the reporting by Respondents to the law 
enforcement authorities of Haywood’s criminal actions and the h i s h i n g  of the documents and 
records of both Committees to the FBI and the Department of Justice necessary for the 
prosecution of Haywood. 

Respondents, NOT the Commission, initiated the internal review of the books and 
records of the Committee to make certain that all FEC reports filed by Haywood on behalf of the 
Committee were correct and accurately reported all receipts and disbursements. It was that 
internal review that uncovered the embezzlement by Haywood. Once the embezzlement from 
this Committee was discovered, Respondents immediately undertook a separate review of the 
books, records and FEC reports of the Salute Committee, which had already been terminated by 
the Commission prior to the internal audit that uncovered Haywood’s additional embezzlement. 

The reports of both Committees were subsequently amended to reflect the truth of 
Haywood’s illegal acts - and his criminal conduct was properly and timely reported to both the 
Commission and the Department of Justice. The Commission was advised informally in mid- 
May, 2003 that the internal review was being undertaken for purposes of insuring the accuracy of 
the FEC reports prepared and filed by Haywood. As promised to the Commission, all previous 
inaccurate FEC reports were revised and amended by Respondents to completely and accurately 
reflect, to the best of Respondents’ ability, the receipts and disbursements of both Committees. 
On July 15,2003, the Commission was notified specifically of the embezzlement by cover letter 
which accompanied the filing of the 2d Quarter 2003 FEC report and the amendments to the 
previously filed reports. 

The generation of this matter arises from the discovery and honest reporting by 
Respondents of the theft by Haywood of b d s  from the Committee and the Salute Committee. 

Respondents further state that it appears from the RTB Finding and also from statements 
made by an attorney from the Office of General Counsel that this enforcement action arises in no 
small part because of the Respondents’ decision to report Haywood’s criminal violations to the 
Department of Justice prior to reporting his actions to the Commission? 

Respondents submit that it was entirely proper to report serious criminal misconduct to 
the law enforcement authorities with the Department of Justice. It is fiuther entirely appropriate 
for the Respondents to have taken the necessary time and steps to review and correct all 
previously filed FEC reports and to simultaneously notify the Commission of Haywood’s 
criminal activities and file all of the corrected reports with the Commission. 

* See page 3 of the RTB Finding “The Committee had not, however, voluntarily disclosed the activity to 
the Commission at the time the Committee referred the matter to DOJ ” In addition, numerous Commission 
employees were present at a meeting with Respondents’ counsel on October 26,2004 during which a representative 
of the Office of General Counsel directed hostile questions toward the undersigned inquiring as to why the criminal 
misconduct was reported to DOJ several weeks before informing the Commission of the crimes and violations of 
law 
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Respondents actions were accomplished in a timely fashion with no more than a few 
weeks separating the reporting of the crimes to the Department of Justice and to the Commission. 
The next reporting date after Respondents became aware of Haywood’s illegal conduct was July 
15,2003 - &l reports filed on and after July 15,2003 are accurate and in accordance with the 
provisions of the Act, including the amendments necessary to fblly disclose Haywood’s illegal 
conduct. Further, the RTB Finding cites to no authority for the proposition that criminal activity 
is reportable to the Commission rather than or prior to reporting to the Department of Justice. 

Respondents believe it is a gross injustice to visit upon this Committee and its Treasurer 
an enforcement action resulting from Haywood’s theft and their reporting of that theft to the 
criminal justice authorities prior to disclosure to the Commission. Whatever interagency 
tensions may exist between the Department of Justice and the Commission should not be played 
out as an enforcement action against these Respondents who have been victimized already by 
Haywood. 

Respondents vigorously deny liability for the violations of the Act committed by 
Haywood, having taken all reasonable steps to establish proper internal controls for the 
Committee’s operations, having retained a highly respected individual for purposes of handling 
the Committee’s compliance and reporting responsibilities and having ultimately initiated the 
internal review to insure the accuracy of the FEC reports - which action led to the discovery of 
the embezzlement. 

Respondents are no more culpable for Haywood’s stealing funds from three separate 
federal committees than is the Commission or its staff for failing to discern the theft during ‘the 
normal course of carrying out its supervisory responsibilities’ as required by the Act. 

To now subject Respondents to an enforcement action because of competitive 
jurisdictional concerns with the Department of Justice is highly inappropriate and unnecessary. 
Respondents vigorously contest this enforcement action and any effort by any individuals to 
penalize the Committee or its treasurer for Haywood’s overt deceit and criminal conduct. 

Factual Background 

I. Respondents Acted Reasonably and with Due Care in the Oversight of the Committee. 

Respondents followed proper procedures in the establishment of the Dole NC 
Victory Committee, Inc. The participants in the joint fbndraising committee were the Dole 2002 
Committee, Inc., the principal campaign committee of Elizabeth Dole, a candidate for the United 
States Senate from North Carolina and the North Carolina Republican Party / North Carolina 
Victory 2002 Committee (collectively, “Participants”). Attached is a copy of the Joint 
Fundraising Agreement which stipulates the manner in which funds were to be received and 
disbursed by the joint committee. Exhibit 1, Joint Fundraising Agreement. 

Also attached is the Committee’s Statement of Organization which discloses the 
appointment of Allen Haywood as Assistant Treasurer and Custodian of Records. Exhibit 2, 
Statement of Organization, FEC Form 1. 
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Mr. Mike Mitchell agreed to serve as a volunteer treasurer for the joint fundraising 
committee upon the assurances that a person with knowledge and experience in the intricacies 
and complexities of such committees would be retained to serve as the Assistant Treasurer who 
would track the expenses and disbursements of the joint committee, pay the bills and be 
responsible for all reporting and compliance requirements applicable to such committees. See 
Exhibit 3, Affidavit of Mike Mitchell. 

The Committee was not an ongoing campaign committee; rather, the Committee was a 
joint fundraising committee established pursuant to 1 1 C.F.R. 0 102.17. As such, there are 
complicated rules governing allocation of expenses and numerous reporting requirements that 
necessitate a person of some experience and skill in the discharge of those duties. Mr. Mitchell 
assumed the role of treasurer on the representation by the participants that another individual, 
Mr. Allen Haywood, who possessed superior experience and skill in this area, would manage the 
day-to-day bookkeeping and compliance responsibilities. See Exhibit 3, Affidavit of Mike 
Mitchell and Exhibit 4, Affidavit of Neal Rhoades. 

The Committee retained a professional fundraising consultant, Carla Eudy of Eudy 
Nelson & Associates (“EN & A”), to manage all fundraising events and activities for the 
Committee. See Exhibit 4, Affidavit of Neal Rhoades. Allen Haywood was recommended to Mr. 
Rhoades by Carla Eudy, the events and national fundraising consultant, as the compliance and 
bookkeeping individual for the North Carolina’s Salute to George W. Bush Committee (“Salute 
Committee”). Mr. Haywood was described by Eudy as an individual with many years of 
experience in FEC compliance, including work as the controller for the McCain presidential 
campaign, at least three other presidential campaigns, the NRSC and numerous other federal 
campaigns and joint fundraising committees. Based on that recommendation and the obvious 
skill and experience he possessed in the field of federal campaign finance law and FEC 
compliance, Haywood was engaged to perform those functions for the Salute C~mrnittee.~ See 
Exhibit 3, Affidavit of Mike Mitchell and Exhibit 4, Affidavit of Neal Rhoades. 

Because EN & A was managing the fundraising events for Respondent Committee in the 
same manner that it had managed the one event conducted for the benefit of the Salute 
Committee, Haywood was subsequently retained for Respondent Committee to perform the same 
functions he had performed for the Salute Committee, namely the bookkeeping and FEC 
reporting and compliance functions. See Exhibit 4, Affidavit of Neal Rhoades. 

On or about May 20,2002, at the time Respondent Committee was in the process of 
being formed and prior to any fundraising solicitations or events to benefit the Committee, the 
Participants conferred via conference call(s) to establish formal procedures for the operation(s) 
of the Committee. A memorandum of procedures was developed as a result of the conference 
call, a copy of which is attached hereto as Exhibit 5 ,  Dole NC Victory Committee Logistics, May 
24,2002. 

Unbeknownst to Respondents, Haywood was in the process of embezzling funds from the Salute 
Committee at the time the second committee was being formed. 

I 
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The procedures established at the outset of the Committee separated the contributions 
receipt / processing function from the check writing / disbursement functions. The procedures 
approved for the Committee were: 

“0 P.O. Box 2008, Salisbury, NC 28145 will be dedicated to receving contributions 
related to the Dole NC Victory Committee (except for special events for which the joint 
committee will / may establish a different address or PO Box) 
0 
(morning) beginning Tuesday, May 28. 
0 
Bob to Allen Haywood (ass’t treasurer and custodian of records for Dole NC 
Victory Committee) for entry into Campaign Manager. Alan will be 
responsible for all FEC reporting, reattribution / redesignation procedures, FEC 
filing and other official reporting requirements. 
0 Contributions will be deposited by Bob into the First Union bank 
account, with assistance from Ted (Koch) as needed.’’ 

Bob Kearley, Dole 2002 Committee staff, will check this box daily 

Contributions will be sorted / categorized, photocopied and faxed by 

See Exhibit 5, Dole NC Victory Committee Logistics. 

During the course of the Committee’s existence several fundraising events were held in 
different cities in North Carolina and Haywood took over the receipt of the checks and the 
contributions functions of the Committee. See Exhibit 6, Affidavit of Ted Koch. 

No fundraising activities or events were held by or for the benefit of the Committee after 
the date of the general election, November 4,2002. The Committee existed only for a temporary 
period to conduct findraising for the participants, the Dole 2002 Committee, Inc. and the North 
Carolina Republican Party / Victory 2004 Committee (of the North Carolina Republican Party). 
Exhibit 4, Affidavit of Neal Rhoades. 

By April, 2003, the Committee was preparing for termination, awaiting only the receipt of 
a refund of funds advanced to the Republican National Committee for payment of travel expenses 
for the Vice-president and others representing the Administration who had been featured at one or 
more of the fundraising events sponsored by the Committee. It was understood that upon receipt 
of the refund, the Committee could finalize its business and file a Termination Report with the 
Commission. See Exhibit 6, Affidavit of Ted Koch. 

On May 13,2003, Mr. Mitchell, the Committee’s Treasurer, received a telephone call 
from Ms. Jane Parks, the analyst assigned to the Committee by the Reports Analysis Division of 
the FEC (“RAD”), regarding the Respondent Committee’s ‘best efforts’ reporting. Mr. Mitchell 
immediately sent an email to Cleta Mitchell, Esq. of the law firm of Foley & Lardner LLP (no 
relation) who serves as counsel to the Committee. Mr. Mitchell advised Ms. Mitchell that Ms. 
Parks had contacted him because Haywood had failed to provide information requested by her 
office and that failure to immediately fbmish the information would result in a referral of the 
Committee to the Ofice of General Counsel. Ms. Mitchell agreed to contact Ms. Parks to 
determine what information was being sought by the Commission and to insure that any missing 
information was immediately provided to the Commission. See Exhibit 3, Affidavit of Mike 
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Mitchell; Exhibit 7, May 13,2003 email from Mike Mitchell to Cleta Mitchell. 

Upon contacting Ms. Parks, Ms. Mitchell learned that Haywood had apparently failed to 
fbrnish adequate information contained in a Request for Additional Information concerning the 
Committee’s ‘best efforts’ to obtain donors’ employer and occupation information. See Exhibit 8, 
June 1 1 , 2003 Letter to Jane Parks from Cleta Mitchell; Exhibit 9, May 14,2004, email fiom 
Cleta Mitchell to Respondents Mike Mitchell and Committee Participants. 

Ms. Mitchell contacted Haywood, who in turn contacted Ms. Parks and submitted a letter 
supplementing the previously filed response to the RFAI. The supplemental information 
contained the following additional sentence: 

“It was the standard practice of the Committee to send these follow up letters 
to donors within 30 days of receipt of a contribution, a fact which was omitted 
fiom my Form 99 letter to Mr. John Gibson dated April 24,2003.” 

See Exhibit 10, Haywood letter dated May 14,2003. 

Ms. Mitchell, Respondent Mike Mitchell and other Committee participants were advised 
by Haywood that Ms. Parks had assured him that the supplemental letter regarding ‘best efforts’ 
was all she needed and the threat of referral to OGC was withdrawn because he had satisfied her 
questions. See Exhibit 1 1 , May 19,2003 email from Allen Haywood to Cleta Mitchell and 
ParticipantsRespondents. 

Ms. Mitchell contacted Ms. Parks who confirmed that Haywood was correct and that the 
only outstanding request had been the need for the additional language that Haywood had 
subsequently provided in his May 14,2003 letter. Ms. Mitchell asked whether there were any 
remaining or outstanding issues related to the Committee and was advised by Ms. Parks that there 
were none. Ms. Mitchell then advised Ms. Parks that nonetheless, Respondents were hiring an 
individual to review all the books and records of the Committee to be certain that the FEC reports 
filed on behalf of the Committee were accurate. Ms. Parks stated in response: “That is entirely up 
to you but it is always better if you find any problems before we do.’’ 

Ms. Mitchell had conveyed to the Participants’ representatives her concerns related to the 
possible accuracy of the FEC reports and recommended that the Committee retain Ted Koch to 
conduct a review of the FEC reports and reconcile the books, records and bank accounts to the 
FEC reports. Respondents immediately agreed that the review should be undertaken as soon as 
possible. See Exhibit 3, Affidavit of Mike Mitchell; Exhibit 12, May 14,2003 Email response 
fiom Mike Mitchell to Cleta Mitchell; Exhibit 13, May 14,2003 Email response from Mark 
Stephens, representative of Dole 2002 Committee, Inc. to Cleta Mitchell; Exhibit 14, May 14, 
2003 email from Neal Rhoades, representative of the North Carolina Republican Party to Cleta 
Mitchell (all authorizing the hiring of Ted Koch to review the Committee’s books and records and 
reconcile to FEC reports to insure accuracy). 

The internal review was commenced by Mr. Koch in late May, 2003 at which time it 
became apparent that Haywood had stolen funds from the Committee and concealed his criminal 
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activities. See Exhibit 6, Affidavit of Ted Koch. 

Upon discovery of the theft, Ms. Mitchell notified Haywood and demanded that he turn 
over all records related to the Committee and bring such documents and records to her office no 
later than the close of business on May 2 1 , 2003. See Exhibit 15, May 21 , 2003 Cleta Mitchell 
letter to Carla Eudy and Allen Haywood. 

In a letter to Ms. Parks dated June 11 , 2003, Ms. Mitchell memorialized her previous 
conversation with Ms. Parks and confirmed to the Commission the commencement by 
Respondents of an internal review of the Committee’s records and reports. See Exhibit 8, June 
11 , 2003 Letter from Cleta Mitchell to Jane Parks, Federal Election Commission, Reports 
Analysis Division. 

In that letter, Ms. Mitchell also notified Ms. Parks directly of the Committee’s earlier 
actions removing Haywood as Assistant Treasurer and Custodian of Records and severing all ties 
between the Committee and Haywood. See Exhibit 16, Amendment to Statement of 
Organization, filed May 29,2003 and Exhibit 8, June 11 , 2003 Letter fiom Cleta Mitchell to Jane 
Parks. 

At no time following the June 11 , 2003 letter to the Commission have Respondents or 
anyone representing the Committee received any inquiry or follow-up communication(s) 
regarding the internal review, the Committee’s actions removing Haywood or any other matter 
involving Haywood and the Committee. See Exhibit 3, Affidavit of Mike Mitchell. 

On July 15,2003, the Committee filed its 2d Quarterly Report for the period ending June 
30,2003 which accurately reported the Committee’s receipts and disbursements, including the 
criminal embezzlement by Allen Haywood, together with amendments to all previously filed 
reports and a cover letter which directly informed the Commission of Haywood’s criminal 
activities. See Exhibit 17, July 15,2003 Letter from Cleta Mitchell to Jane Parks, Federal 
Election Commission; Exhibit 18, FEC Reports Index for Dole NC Victory Committee. 

On the same date (June 11,2003) that Respondents through their counsel notified the FEC 
of the removal of Haywood as Assistant Treasurer and the ongoing internal review of the 
Committee’s records and reports, but prior to filing the 2d Quarterly Report, 2003, the 
Committee’s representatives met with law enforcement authorities in Raleigh, North Carolina to 
report the theft of Committee h d s  by Haywood. The meeting took place on June 11 , 2003. See 
Exhibit 3, Affidavit of Mike Mitchell; Exhibit 4, Affidavit of Neal Rhoades; Exhibit 19, June 10, 
2003 email from Cleta Mitchell to Mike Mitchell, Neal Rhoades, Bill Cobey and Mark Stephens. 

Respondents were asked to keep the Department of Justice informed regarding any 
disclosure to any third parties, including the FEC, of information regarding Haywood’s criminal 
activities and M e r  were asked not to publicly disclose the criminal wrongdoing of Haywood 
until such time as the FBI could complete or substantially complete its investigation into the 
crime. Respondents were also requested to submit to the Department of Justice any planned 
public statements or documents in order to insure that such public statements did not compromise 
the FBI investigation The Committee complied with the request. See Exhibit 20, June 13,2003 

7 
00213276031 



letter from Cleta Mitchell to United States Attorney Bobby Higdon. 

The Committee plan at all times was to notify the Federal Election Commission of 
Haywood’s criminal activities as soon as possible upon completion of its review of the accounts 
and FEC reports and to simultaneously file amendments to the previously filed erroneous FEC 
reports. The absolute deadline for notification was the next reporting date, July 15,2003. See 
Exhibit 20, June 13,2003 letter from Cleta Mitchell to United States Attorney Bobby Higdon. 

The reconciliation of the books and accounts took longer than anticipated because of the 
difficulty of reconciling the credit card contributions which had been grossly mishandled by 
Haywood. In order to file correct and accurate amendments to the FEC reports, it was necessary 
to review each of the several hundred credit card contributions which resulted in a delay in 
completing the amendments to the reports. See Exhibit 6, Affidavit of Ted Koch. 

Upon completion of the review and preparation of the amendments to all FEC reports, 
amendments were prepared and filed on July 15,2003 together with the 2d Quarterly report for 
2003. See Exhibit 18, Reports Index of Dole North Carolina Victory Committee. 

At all times, the Committee and its Treasurer exercised due care and diligence in the 
exercise of their responsibilities, as evidenced by their: 

(1) Retaining an expert in the field to insure compliance with FEC regulations. Haywood 
was known to be an expert in the field of FEC law and compliance and a professional in 
providing such services. The Committee established proper internal procedures which were 
breached by Haywood without the knowledge of the participants or Respondents. Haywood, 
because of his expertise in the field, was aware of exactly how to steal funds from the Committee 
without anyone’s knowledge, as evidence by his theft of funds from the Salute Committee which 
escaped everyone’s attention, including that of the Commission which terminated the Committee 
prior to Respondents’ discovery of the theft from that committee. 

(2) Development of written procedures for operations of the Committee. Representatives 
of Dole 2002 Committee, North Carolina Republican Party, North Carolina Victory 2002 
Committee and Allen Haywood convened via conference call at the time of the formation of the 
Committee to discuss and establish procedures for managing the contributions and disbursements 
of the Committee. Written procedures were in fact discussed and established as memorialized in 
a memorandum circulated to all participants. Notwithstanding the procedures agreed upon, 
Haywood took advantage of the circumstances surrounding a joint fhndraising committee with 
multiple events in various locations to gain control over the contributions processing functions of 
the Committee in order to facilitate his scheme to embezzle funds from the Committee. 

(3) Review of Haywood’s work and uncovering: the theft. Neither the Commission nor 
any of its divisions were responsible for discovering the embezzlement from the Committee (or 
either of the other two committees) and Haywood’s falsification of the FEC reports. According to 
the Commission’s employees, at the time the internal review was commenced there were ‘no 
outstanding issues’ remaining with the Commission. Respondents undertook the cost and 
expense of the internal review to insure compliance with the law - and that is the reason the 
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embezzlement was uncovered in the first place. . .by Respondents. 

(4) Reporting the criminal conduct of Allen Haywood to all proper authorities, including; 
the Commission. Respondents took great care to report the criminal activity to those charged 
with enforcing the criminal law and to report and correct Haywood’s actions concealing his 
embezzlement through his incorrect FEC reports. A delay of a few weeks to a) be sure all the 
FEC reports were accurate and b) no premature publicity would jeopardize the criminal 
investigation should not be held against Respondents as a reason for further penalizing the 
Committee and /or its Treasurer. Notwithstanding the potential adverse publicity or risk, 
Respondents have fully disclosed all information to the Commission on a timely basis. No 
information has been withheld fiom the Commission at any time other than the brief delay 
requested by the Department of Justice in order to allow sufficient time for the FBI to conclude its 
investigation prior to public disclosure of the criminal activity committed by Haywood. 

( 5 )  Insuring that no additional false reports were filed with the Commission after 
discovery of the embezzlement from both Committees, including one which had been terminated. 
Respondents have made certain that all FEC reports filed after the discovery of the criminal 
wrongdoing have been true and accurate to the best of their knowledge and belief. Further, 
Respondents have amended Haywood’s reports to accurately reflect all receipts and 
disbursements, including those which were unauthorized and the unlawful conversion of f h d s  
from another committee. Respondents have at no time ratified the illegal conduct committed by 
Haywood and have complied at all times with the requirements of law to the best of their 
knowledge and capabilities. 

Erroneous Statements in the RTB Finding 

The RTB Finding is replete with misstatements to which Respondents now turn in an 
effort to correct the factual record regarding this matter. 

1. “This matter was generated based on information ascertained by the Federal Election 
Commission (“the Commission”) in the normal course of carrying out its supervisory 
responsibilities. (citations omitted) Page 1, Lines 1 1-1 3. 

Response: This is an incorrect statement to the extent that it suggests the Commission 
‘uncovered’ the embezzlement of Haywood. An audit was supposedly commenced by the 
Commission during the latter part of 2004, nearly two years after Respondents conducted their 
own internal audit and discovered Haywood’s criminal acts and reported same to the Commission 
and the Department of Justice. As of this date, the audit has not been completed and this MUR 
was not generated by the internal supervisory activities of the Commission. It was generated 
because Respondents disclosed to the Commission that the crimes had been committed and, 
according to a representative of the Commission’s audit staff, the audit was commenced because 
of the ‘large number of amendments filed by the Committee’. The ‘large number of amendments’ 
were filed to correct the record and bring the Committee into compliance with provisions of the 
Act governing reporting and disclosure. Respondents furnished Committee records and 
documents to the FEC audit division in mid-November, 2004 but have heard nothing since that 
time regarding the next steps of the audit. The RTB Finding was issued prior to completion of the 
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audit and raises a question as to why the Commission would conduct an audit at all if an 
enforcement action has already been initiated? 

2. “Neither Haywood nor the Committee kept track of the disbursements nor reported any of them 
to the Commission, resulting in separate and distinct violations of the Act.” Page 1, Lines 19-2 1. 

Response: Haywood, in fact, did keep a record of the disbursements which ultimately turned out 
to be disbursements to himself. Those were recorded in the check register as ‘postage’ and a 
separate sheet of paper kept track of the dates and amounts of the payments he made to himself. 
Because Haywood was Assistant Treasurer assigned the responsibilities for preparing and filing 
the FEC reports, he did not disclose or report those payments to the Commission or the 
Committee. Ultimately, it was Respondents who secured the books and accounting records from 
Haywood, ordered and paid for duplication of bank records destroyed by Haywood, ascertained 
the payees of all disbursements and properly reported to the Commission the unauthorized 
payments Haywood had made to himself. 

3. “Furthermore, the Committee improperly accepted contributions from corporations in violation 
of the Act.” Page 1, Lines 22-23. 

Response: The statement is false. The Joint Fundraising Agreement specifically forbids the 
acceptance of corporate contributions by the Committee. See Exhibit 1 , Article 3, A.1. “Dole NC 
Victory Committee shall establish a depository account to be used solely for the receipt and 
disbursement of all contributions to Dole NC Victory Committee that are permissible for the 
support of federal candidates under the Federal Election Campaign Act of 197 1 , as amended and 
political party committees in the state of North Carolina, pursuant to N.C. Gen. Stat.” and Article 
3, A.2. “The parties agree that only contributions from individuals will be deposited into the 
depository account of Dole NC Victory Committee.” 

In fact, Haywood stole corporate contributions payable and belonging to another joint 
fundraising committee (“Dole Victory Committee” or “DVC”) which was eligible to accept 
corporate contributions to be disbursed to the non-federal account of the National Republican 
Senatorial Committee (“NRSC”). Haywood was not authorized to accept or process corporate 
contributions into the Committee’s accounts nor was he authorized to steal funds from DVC, 
another joint fundraising committee. However, he converted those funds which were legally 
intended for and the property of DVC, illegally deposited the h d s  into the Committee’s accounts 
and then disbursed the funds to himself. Neither this Committee nor the DVC received the funds 
derived from the corporate contributions stolen fkom the DVC by Haywood. 

4. “BCRA did not substantively alter the provisions of the Act relevant to the facts of this 
matter.” Footnote 2, Page 1. 

Response: As evidenced by the discussion above, the corporate contributions were legally made 
to and intended for the joint fundraising committee between Dole 2002 Committee, Inc. and the 
NRSC for deposit into the NRSC’s non-federal account. That account was closed on November 
5,2004 as a result of the enactment of BCRA. Prior to BCRA’s enactment, corporate 
contributions such as those stolen by Haywood from the DVC were legal. 
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5. “According to Haywood, his work with the Committee began when he was hired to carry out 
the accounting and reporting responsibilities for one fundraising event being co-hosted by the 
Committee. Eventually, his responsibilities expanded to other Committee events and he started 
receiving contributor checks at his home in Washington, D.C. Haywood claims that he alone was 
responsible for all of the functions of the accounting and reporting operation. However, he and 
Committee officials never finalized a contract concerning his employment and salary. As there 
was no mutual understanding regarding his compensation, Haywood resolved the matter by 
writing himself checks from Committee accounts.” Page 2, Lines 6 - 14. 

Response: It is odd indeed that the Commission should regurgitate the statements of a convicted 
felon, the perpetrator of these crimes, as the ‘facts’ supporting the RTB Finding. It is further 
startling that the Commission’s RTB Finding in MUR 56 10 contains identical language to an 
RTB Finding in the companion documents regarding the Salute Committee, in which the 
Commission found reason to believe that a violation had occurred but dismissed and closed that 
part of this MUR. The facts are these: Haywood was recommended and hired initially to work 
for the Salute Committee for an established one-time payment of $6,000 which he, in fact, 
received. That did not stop him from stealing an additional $1 8,000 from the Salute Committee. 
The Salute Committee had only one fundraising event and that was always the plan for that 
committee: one event only. After the Salute Committee concluded its work, another joint 
fundraising committee was established to carry on additional events and ongoing fundraising 
activities to benefit different participants but with the same fundraising consultant managing all 
events, namely Eudy Nelson & Associates, with whom Haywood was affiliated and from whose 
offices he worked. 

It is wholly inappropriate for the Commission to state as “fact” that the reason Haywood 
stole money and failed to perform the job he was hired to do by either Committee, namely, the 
proper accounting and FEC reporting of the joint fundraising receipts and disbursements, was 
through some ‘fault’ of the Committee in failing to advise him of the amount he was to be paid 
for his services. That is simply a lie told by an obviously dishonest person. It is hardly an excuse 
for embezzlement to say “I didn’t know how much they wanted to pay me so I helped myself to 
as much money as I wanted.. .” 

In the case of the Salute Committee, Haywood was promised and paid a lump s u m  
payment for his work. And he still stole money from the Committee, which Respondents, not the 
Commission, uncovered and disclosed. 

In the case of the Respondent Committee, Haywood says he ‘never reached agreement’ on 
what he was to be paid ‘so he resolved the matter by writing himself checks from Committee 
accounts’. That is a lie - the fact is that he stole money from the Committee, not because he had 
‘no agreement on compensation’ but because he is a thief. 

6. “Between October 2002 and May 2003, the Reports Analysis Division (“MD”) sent a number 
of Requests for Additional Information (“RFAI”) to the Victory Committee, which were either 
only partially answered or completely ignored by the Committee.’’ Page 2, Lines 20-22. 
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Response: A review of the RFAI letters received by the Committee and the various responses 
reveals two key points with regard to this statement in the RTB Finding: 

First, the RFAI letters repeated the same questions over and over again about minor issues 
and, despite answers furnished in response to the RFAIs, the same questions continued to be 
asked (and answered). None of the letters raised questions the possible misappropriation of 
Committee funds. Rather, the letters asked repeatedly about such mundane issues as the name of 
the Committee: asked and answered at least twice. 

Another example: each report filed by the Committee which disclosed a contribution in 
excess of federal limits generated another question about ‘excessive contributions’ 
notwithstanding the fact that as a joint hdraising committee, the Respondent Committee was 
legally entitled to receive contributions that exceeded federal law as long as the contributions 
were in compliance with North Carolina state law. The Committee repeatedly answered that 
question but every report filed by the Committee generated the same question as though no 
response had ever been supplied. The RFAIs did not reveal or address any issues of a substantive 
nature, but were continually directed at ‘ form’ over substance. 

Second, Haywood was advised by RAD that his revised response filed on May 14,2003 
regarding the missing sentence in the ‘best efforts’ letter satisfied RAD’S inquiry and he so 
informed Respondents. Counsel for the Committee confirmed with Ms. Parks that, as of May 14, 
2003, there were NO outstanding issues related to any of the RFAIs to the Committee. 
Notwithstanding that assurance, Respondents undertook the internal review in an abundance of 
caution and in order to make certain the FEC reports were accurate. It was that internal review 
which uncovered the embezzlement. 

7. “. . .one or more of those requests ‘apparently’ prompted the Committee to conduct an 
extensive internal review of its records.” Page 2, Lines 22-23 through Page 5 ,  Line 1. 

Response: Respondents specifically reported orally and in writing to RAD that notwithstanding 
the confirmation that RAD was satisfied with the Haywood responses from the Committee and 
that the Committee had no outstanding issues with the Commission, the Committee was 
nonetheless undertaking its own review to make certain all the FEC reports were accurate.’ 

8. “After completing its internal investigation, the Committee filed an amended Statement of 
Organization removing Haywood fiom his position with the Committee.” Page 3, Lines 1 - 2. 

Response: This is incorrect. The Committee had not completed its internal investigation at the 
time it filed the amended Statement of Organization removing Haywood. Rather, the preliminary 
review which uncovered the theft prompted Haywood’s removal on May 29,2003. The internal 
review was not completed until just before the date when the 2d Quarterly Report, 2003 and the 
amendments to the prior reports were filed, which was July 15 , 2003. 

9. “The Committee had not, however, voluntarily disclosed the activity to the Commission at the 
time the Committee referred the matter to DOJ.” Page 3, Lines 7-8. 
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Response: This statement clearly indicates that this MUR and the RTB Finding arise fiom the 
OGC’s annoyance with Respondents for reporting the criminal actions to DOJ prior to revising 
and filing amendments to the FEC reports on July 15,2003. As discussed above, this is an 
outrageous abuse of the Commission’s prosecutorial ‘discretion’ - to punish and otherwise seek 
to penalize Respondents in a pique for the order in which the illegal activities were disclosed to 
the two agencies with concurrent jurisdiction. 

It was important to Respondents to bring Haywood to justice and to seek restitution from 
him of the amounts he stole. Is the Commission suggesting that Respondents should not have 
reported the criminal activity - the embezzlement of thousands and thousands of dollars - to the 
Department of Justice for investigation by the FBI? There is no guidance in the Commission’s 
regulations or policy manuals advising the regulated community as to what to do when someone 
steals money from your committee. The only requirement is that false reports cannot knowingly 
be filed. As soon as Respondents learned of the situation, fiom that moment forward every report 
filed with the Commission has been true and correct to the best of Respondents’ knowledge and 
information. All previously filed incorrect reports were amended. Those were filed on July 15, 
2003 simultaneously with a specific cover letter advising the Commission of the Haywood 
situation. Since that date, it has taken nearly 18 months for the Commission to get around to 
raising questions about the theft and now seeking to penalize Respondents, not Haywood! During 
that same period, Respondents cooperated filly with the Department of Justice and Haywood was 
sentenced to and commenced serving his prison term nearly six months before this RTB Finding 
was issued. 

The Commission appears to be suggesting that Respondents did the wrong thing by 
notifying the Department of Justice of the crimes before advising the Commission of them. The 
time delay was no more than three to four weeks and resulted from a specific request from the 
Department of Justice to give time to conclude its investigation before public disclosure of the 
theft and also because Respondents’ took extraordinary care to make sure the amendments to the 
previously filed FEC reports were properly prepared and accurate. Absent some specific 
guidance to the contrary, which the Commission has failed to cite, Respondents believe they acted 
in good faith in addressing the respective jurisdictional authorities of both the Commission and 
the DOJ. 

10. “Thus, in performing his duties, Haywood acted as an agent of the Committee.” Page 4, 
Line 1. 

Response: See Legal Discussion rebutting the RTB Finding’s analysis on the law of agency in 
the context of this MUR. 

Responses to Specific Alleged Violations of the Act 

Respondents submit this response to each alleged violation of the Act: 

1 .  2 U.S.C 8432(c)(5). Requirement that the treasurer of a committee keep a 
detailed account of disbursements. 
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Response: Haywood was selected and appointed as Assistant Treasurer and 
Custodian of Records because he was a highly skilled individual with impeccable credentials and 
knowledge of the Act, with an excellent reputation and more than a decade of experience to keep 
the detailed account of the Committee’s disbursements. In fact, the Assistant Treasurer did keep 
a detailed account of disbursements, including the detail of the amounts stolen fiom the 
Committee. That document was uncovered when the internal review and audit was conducted by 
Respondents and has been provided to the Commission’s audit staff. An assistant treasurer is 
authorized to act in the stead of the Treasurer, which Haywood did. 

2. 2 U.S.C. 8432(h)(l). All receipts received by a committee shall be deposited 
in designated campaign depositories. See also 11 C.F.R. 55103.2 and 103.3(a). 

Response: All receipts were deposited into a designated campaign depository. 
However, Haywood then disbursed f h d s  to himself without authorization and in violation of the 
law. Haywood also knowingly diverted and deposited into the Committee’s designated 
depository certain f h d s  which were intended for another joint fimdraising committee, the Dole 
Victory Committee, and which f h d s  were the property of that committee. Those were the only 
h d s  not deposited into their designated campaign depository but those are not b d s  over which 
Respondents had control or responsibility. 

3. 2 U.S.C. 434(b)(4)(H)(v). Treasurer is to file reports of disbursements and 
contributions with the Commission. Each report must disclose the total amount of disbursements 
for any political committee. 

Response: Haywood was designated as the Assistant Treasurer of the Committee 
which designation was filed of record with the Commission. As such, he had authority to sign 
and file the Committee’s reports and to obtain the password necessary to electronically file the 
reports of the Committee. Haywood electronically signed the name of the Treasurer rather than 
his own. Because the Commission’s own procedures authorize the electronic filing of reports by 
any person with access to the password and because Haywood was legally entitled to obtain and 
utilize the password, he was able to file false reports under the Treasurer’s name. Any and all 
false reports were filed by Haywood to conceal his embezzlement and about which Respondents 
had no knowledge - but which actions were carried out in accordance with the Commission’s 
own procedures. 

All reports filed after the discovery of Haywood’s criminal activities have been 
true and correct to the best of Respondents’ ability and Haywood’s previous false reports have 
been amended to comply with the Act. 

4. 2 U.S.C. 434(b)(6)(B)(v). Each report filed by the treasurer must disclose 
disbursements to any person in excess of $200. 

Response: Haywood’s reports on behalf of the Committee did not disclose his 
unauthorized disbursements to himself. However, upon discovery of the additional 
disbursements, Respondents have amended the previously filed reports to disclose all 
disbursements, including the unauthorized disbursements to Haywood. Again, Haywood was 
authorized to file the Committee’s reports pursuant to 1 1 C.F.R. 5 102.7. 
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5. 11 C.F.R. 8102.7. A committee is allowed to appoint assistant treasurers. 

Response: Respondents duly and properly appointed Haywood the assistant 
treasurer of the Committee. His responsibilities included disbursement of the proceeds of the 
joint fundraising committee and all compliance duties including the reporting of receipts and 
disbursements to the FEC. Mr. Mitchell authorized Haywood to prepare and file the FEC reports 
because of the complexity of joint bdraising committees and Haywood’s superior knowledge 
and experience with the compliance and reporting issues related to such committees. 

6. 11 C.F.R. 8109.3. This subsection defines “agent” for purposes of 
coordinated and independent expenditures. 

Response: As the Office of General Counsel notes in the RTB Finding, this 
provision of law is not specifically applicable to this enforcement action. Haywood was an agent 
of the Committee but his grant of authority did not include authorization to commit illegal acts 
against or in the name of the Committee. See additional discussion below on the law of agency 
applicable to this MUR. 

7. 2 U.S.C. 8441b(a). Committees are prohibited from knowingly accepting or 
receiving a corporate contribution. 

Response: Respondents did not knowingly accept or receive any corporate 
contribution(s). Haywood had no authority to accept corporate contributions on behalf of the 
Committee. In fact, Haywood stole corporate funds intended for and which were the property of 
another joint fundraising committee (DVC) which was eligible to accept corporate contributions. 
He deposited those stolen funds into the Respondents’ account and disbursed the h d s  of the 
DVC to himself. The Committee did not receive the benefit of the corporate funds nor did the 
Committee accept such contributions. The Joint Fundraising Agreement which established the 
Committee specifically prohibited the acceptance or deposit of corporate contributions. 

LEGAL DISCUSSION AND CONCLUSIONS 

I. Treasurer Mitchell is Not Liable for the Illegal Actions of the Assistant Treasurer Under the 
Act and Commission Regulations and Policies 

The RTB Finding cites to no authority that the Treasurer is liable for the illegal 
actions of the duly appointed Assistant Treasurer. Respondents notified the Commission in the 
Statement of Organization that Haywood was appointed as the Assistant Treasurer and Custodian 
of Records. As such, Haywood had authority to act in the absence of the Treasurer - but there is 
no statutory authority for any person, including Haywood, to violate the Act. He was authorized 
in law and in fact to comply with the Act and to do so in the absence or unavailability of the 
Treasurer. There is no authority cited for the proposition that Mr. Mitchell is legally responsible 
for the illegal actions of an assistant treasurer. According to the RTB Finding, a committee 
treasurer is ultimately “the person responsible for accounting for disbursements and reporting 
them to the Commission.” RTB Finding at 3, citing 2 U.S.C. 55 432(c)(5), 434(b)(4)(H)(v), 
(6)(B)(v). A plain reading of these sections however, does not necessarily provide sufficient 
support for that proposition. 
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Although the sections cited by the Office of General Counsel confer duties upon a 
committee’s treasurer, the agency’s own regulations provide that an assistant treasurer adopts 
those duties and responsibilities when the treasurer is “unavailable.” 1 1 C.F.R. 5 102.7(a). This 
language contemplates the assumption of the role of treasurer by the assistant. Therefore, in a 
situation where the primary treasurer is “unavailable,” the assistant treasurer becomes the 
responsible party for any activity during that time period. Thus, under the facts of the instant 
case, Haywood alone was responsible for the accounting, reporting and depositing of 
contributions which were the duties he was engaged to perform. Further, Respondents did not 
simply hire him as a ‘vendor’ or ‘consultant’ - rather, he was specifically appointed the Assistant 
Treasurer in order to carry out his duties under the full supervision not only of the Treasurer but 
of the Commission as well. 

Moreover, although the statutes place a duty upon a committee’s treasurer to file 
reports and make deposits, the OGC has notably failed to cite to any statutory language which 
provides that a treasurer is strictly liable for the unauthorized actions of a duly appointed 
assistant treasurer. 

Further, the Commission has recently adopted policy guidelines related to the personal 
liability of a committee treasurer and, if such guidelines are followed by the Commission in this 
MUR, the guidelines clearly shield Respondent treasurer from any personal liability for the 
illegal actions of the assistant treasurer. See 11 CFR Part 11 1 , Federal Election Commission 
Notice 2004-20, Statement of Policy Regarding Treasurers Subject to Enforcement 
Proceedings, Federal Register, Vol. 70, No. 1, at 3, Monday, January 3,2005. 

The new guidelines state that the Commission will consider treasurers parties to 
enforcement proceedings in their personal capacities where information indicates the presence of 
one of the following factors, none of which are present in the instant case: 

(1) that the treasurer knowingly and willfblly violated an obligation 
that the Act or regulations specifically impose on treasurers; or 

(2) where the treasurer recklessly failed to fulfill the duties imposed 
by law; or 

(3) where the treasurer has intentionally deprived himself or herself of 
the operative facts giving rise to the violation. 

In this instance, none of the factors referenced above were present. Respondent treasurer 
did not knowingly or willfully violate the Act in any manner. He took care to make certain that 
duly qualified professionals with expertise in the complexities involving joint fundraising 
committees were involved in and responsible for the bookkeeping and reporting responsibilities 
of the joint fimdraising committee. There are no allegations or facts suggesting that the 
Treasurer was in any way reckless with respect to his duty of care to the Committee and, finally, 
was pro-active in insuring and authorizing the internal review that led to the discovery of the 
illegal conduct committed by the assistant treasurer. 
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“If, at any time in the proceeding, the Commission is 
persuaded that the treasurer did not act with the requisite state of mind, 
subsequent findings against the treasurer will only be made in his or her 
official capacity.” (emphasis added) 

Id at 5 .  

Accordingly, there are no facts to suggest that the Respondent Treasurer in this MUR 
acted with the requisite ‘state of mind’ in any instance to support a finding of personal liability 
against him as a result of Haywood’s theft of f h d s  from the Respondent Committee. 

11. Respondents Are Not Liable for the Illegal Actions of the Assistant Treasurer Under the 
Principles of Agency Law Applicable to these Facts 

The cases relied upon by OGC in the RTB Finding are inapposite to the facts and the 
public policy imperatives of this case. 

The OGC’s reliance on American Society Of Mechanical Engineers, Inc. v Hydrolevel 
Corp , 456 U.S. 556, 102 S.Ct. 3502 (1982) is misplaced and distinguishable from these facts. 
There, the Court held an association vicariously liable under anti-trust principles for the misuse 
of its standards by one or more of its members to the financial detriment of others in the industry. 
That case has been widely discussed and is clearly distinguishable from the facts at issue here. 

There were and are no third parties who suffered financial loss as a result of Haywood’s 
illegal conduct. Rather, it is Respondent Committee and the participants in the Committee who 
were the intended beneficiaries of the bdraising efforts who suffered all the financial loss and 
adverse impact of Haywood’s actions. The legal principle invoked by the Supreme Court in 
ASME v Ifydrolevel was the public policy imperative of applying anti-trust principles to protect 
third parties against financial loss arising from violations of the anti-trust laws committed by an 
agent by holding a principal responsible for the third parties’ financial loss. In fact, the case 
specifically dealt with principles of agency law relative to liability of a principal to third persons: 

“AS the Court of Appeals observed, under general rules of agency 
law, principals are liable when their agents act with apparent authority 
and commit torts analogous to the antitrust violation presented by this 
case. Citing generally 10 W. Fletcher, Cyclopedia of the Law of Private 
Corporations T[ 4886, pp. 400-401 (rev. ed. 1978); W. Seavey, Law of 
Agency 0 92 (1964). [“Apparent authority is the power to affect the 
legal relations of another person by transactions with third persons, 
professedly as agent for the other, arising from and in accordance with 
the otherk manifestations to such third persons.” Restatement (Second) 
of Agency 6 8 (19571.1 For instance, a principal is liable for an agent’s 
fraud though the agent acts solely to benefit himself, if the agent acts 
with apparent authority. See, e E ,  Standard Surety & Casualty Co v 
Plantsville Nut Bank, 158 F.2d 422 (CA2 19461, cert. denied, 331 U.S. 
812, 67 S.Ct. 1203, 91 L.Ed. 1831 (19471. Similarly, a principal is 
liable for an agent’s misrepresentations that caused pecuniary loss to a 
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thirdparty, when the agent was acting within the scope of his apparent 
authority. Restatement (Second) of Agency 6 $ 249, 262 (1957) 
(Restatement); see Rutherford v Rideout Bank, 11 Cal.2d 479, 80 P.2d 
978 (1938). Finally, a principal is responsible if an agent acting with 
apparent authority tortiously injures the business relations of a third 
person Id , 6 248 and Comment b, p. 548. 

Under an apparent authority theory, “[lliability is based upon the fact 
that the agent’s position facilitates the consummation of the fraud, in that 
from the point of view of the thirdperson the transaction seems regular 
on its face and the agent appears to be acting in the ordinary course of 
the business confided to him.” Id., 0 261, Comment a, p. 571. See 
Record v Wagner, 100 N.H. 419,128 A.2d 921 (1957). 

Id at 565-66 (emphasis added) 

Clearly, the Hvdrolevel case is intended to apply to injuries suffered by ‘third persons’. 
However, in the instant matter, the financial loss was suffered by the principal, not a third party. 
Donors whose funds were stolen by Haywood (or, in the case of the credit card contributions, 
never processed at all) were not disadvantaged financially. Absent specific notice to each donor, 
it is probable that individual donors may yet be unaware of the diversion of their funds by 
Haywood. Under the provisions of the Act, the contribution is deemed made at the time the 
donor relinquishes control over the funds. 1 1 C.F.R. 6 1 10.1 (b)(6). There is no third party 
whose rights or pecuniary interests were injured by Respondents through the actions of Haywood 
as ‘agent’ of the Committee. 

Further, Haywood was never authorized to steal money. To the contrary, he was hired 
and deputized by Respondents for the sole purpose of insuring proper accounting, bookkeeping 
and reporting to the FEC of the Committee’s receipts and disbursements. Haywood’s actions 
could never have been reasonably contemplated since they were the opposite of the authority 
conferred upon him nor can his actions be attributed to the Respondents. “A principal is 
responsible for the illegal acts of an agent [unless] those acts were ‘clearly inappropriate or 
unforeseeable in the accomplishment of the desired result. ’” Transfair International, Inc v 
United States ofAmerica, 54 Fed. C1. 78,83 (2002), citing N L R B v Georgetown Dress Corp , 
537 F.2d 1239, 1244 (4th Cir.1976) (quoting Restatement (Second) of Agency $ 231, cmt. a,); 
see also Restatement (Second) of Agency 6 6 34,411. The rationale behind this rule ‘lis that if 
the act is not appropriate or expected, it can be neither authorized nor incidental to an authorized 
act.” Bates v Unitedstates, 517 F.Supp. 1350, 1358 (W.D.Mo.19811, afsd, 701 F.2d 737 (8th 
Cir. 1983); see also L-yon v Carey, 385 F.SUDD. 272,273 (D.D.C. 1974). “In a similar vein, the 
Restatement (Second) of Agency suggests that a principal may be liable for the illegal actions of 
its agent if either the illegal acts were taken by the agent at the principal’s direction . . . . or if the 
agent had apparent authority to perform its tasks in an illegal or unlawful fashion . . . .”. 
Transfair, 54 Fed. C1. at 83. The Restatement (Second) of Agency fbrther provides that the 
circumstances must be considered when interpreting the ‘apparent authority’ of an agent. See 
Section 34, Circumstances Considered In Interpreting Authority, Comment (g). “Authority to do 
illegal or tortious acts, whether or not criminal, is notireadily inferred.” 

I 
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Indeed, as a matter of agency law, Haywood did not have either actual or apparent 
authority to embezzle funds and conceal the theft by filing false FEC reports. An agent does not 
act within actual or apparent authority when committing a fiaud against his or her principal. In 
the Matter of American Biomaterials Corp v Helitrex Corv ,954 F.2d 9 19,924-25, n. 7 (3rd 
Cir. 1992). In Helitrex, one business partner embezzled funds by failing to enter sales into the 
corporate books after pocketing the funds. The corporation’s tax returns were therefore 
inaccurate for those periods. The court rejected the government’s argument that the corporation 
was responsible for the actions of its embezzling agent, and held that “corporate officers have no 
apparent authority to embezzle.” at n.7. As in Helitrex, Haywood had no authority, apparent 
or otherwise, to embezzle funds from the Committee. 

Moreover, it is well established that a principal cannot generally be held vicariously 
liable for punitive damages. The United States Supreme Court and the common law recognize 
“that agency principles limit vicarious liability for punitive awards.” Kolstad v American 
Dental Assoc , 527 U.S. 526,541 (1999). In order for vicarious liability to lie in the context of 
punitive damages, there must be some element of intent, knowledge or ratification on the part of 
the principal. See id; United States v Southern Mawland Home Health Services, Inc , 95 F. 
Supp.2d 465 (D.M. 2000). A monetary penalty imposed by the Commission against these 
Respondents would be “punitive” because it “does not merely reimburse the Government with 
compensatory damages.” Id. at 469. Inasmuch as the Commission suffered no ‘financial loss’ 
from Haywood’s misdeeds, any penalty the Commission might impose against Respondents in 
this action would, accordingly, be punitive in nature - and contrary to controlling legal authority 
on this point. 

As already established above, neither Treasurer Mitchell nor the Committee had 
knowledge of Haywood’s scheme. Nor did they ratify Haywood’s embezzlement in any way. 
Rather, the Respondents initiated an internal review on their own accord and reported 
Haywood’s criminal activity, to both law enforcement and the FEC, promptly after it was 
discovered. As a result, the Commission cannot penalize the Committee based on a theory of 
vicarious liability for Haywood’s unauthorized and illegal acts. 

Similarly, under North Carolina law, the courts review certain factors to determine when 
a principal is liable for the tortuous acts of an agent. “As a general rule, liability of a principal 
for the torts of his agent may arise in three situations: (1) when the agent’s act is expressly 
authorized by the principal; (2) when the agent’s act is committed within the scope of his 
employment and in furtherance of the principal’s business; or (3) when the agent’s act is ratified 
by the principal.” Hogan v. Forsvth Country Club Co., 79 N.C.App. 483,491,340 S.E.2d 116, 
122 (1 986)’ citing Snow v DeButts, 2 12 N.C. 120, 122, 193 S.E. 224 (1 937). 

Taking each of those factors, it is obvious that none of them are present for purposes of 
imposing liability on Respondents for Haywood’s criminal actions. First, Haywood was 
certainly not ‘authorized’ either expressly or impliedly, to break the law and steal money from 
Respondents. Second, his actions were committed outside the scope of his employment and 
were not in furtherance of Respondents’ business. The illegal acts of Respondents’ Assistant 
Treasurer were not ancillary to some other ‘authority’ or responsibility. The duties for which 
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Haywood was retained and the responsibilities conferred upon Haywood by Respondents were 
the very duties Haywood disregarded by committing his illegal acts, thus breaching his fiduciary 
duty and destroying the principal-agent relationship. 

Haywood was retained to act as afiduciary on behalf of Respondents. A fiduciary 
relationship "exists in all cases where there has been a special confidence reposed in one who in 
equity and good conscience is bound to act in good faith and with due regard to the interests of 
the one reposing confidence." Branch v. High Rock Realty, Inc., 151 N.C.App. 244, *251,565 
S.E.2d 248, ""253 (2002); see also Long v Vertical Techs , Inc., 113 N.C.App. 598,604,439 
S.E.2d 797,802 (1994) (defining fiduciary duty as one requiring good faith, fair dealing, and 
loyalty); Dalton v Camp, 353 N.C. 647, *650,548 S.E.2d 704, "707 (2001). 

Clearly, Haywood breached his duty of good faith and fair dealing and thus destroyed the 
principal-agent relationship in the process. 

Finally, Respondents did not at any time ratify the acts that Haywood committed. It was 
only due to Respondents' diligence and care that Haywood's theft was uncovered at all and was 
immediately and duly reported to the appropriate agencies of the government with concurrent 
jurisdiction over these matters. 

111. The Enforcement Action Against These Respondents Contravenes the Public Policv 
Imperatives of the Act, Which Encourage, Rather Than Discourage, Voluntary Compliance and 
Self-Reporting 

The Ofice of General Counsel's enforcement action against these Respondents should be 
dismissed if for the simple reason that it contravenes public policy. A policy encouraging 
voluntary compliance and disclosure has been recognized in the law. See generally Shotwell 
Manufacturing Co v United States, 37 1 U.S. 341 , 348 (1 963)(policy supporting voluntary 
disclosure in the context of tax returns); Connaire Inc v Dept. of Transportation, 887 F.2d 723, 
728 (6th Cir. 1990)(the national aviation system); Carson v. Lewis, 35 F.Supp.2d 250,269 
(E.D.NY 1999)(municipal investigation of police misconduct). Consistent with this policy, these 
Respondents took affirmative steps not required by the Commission to review the Committee's 
FEC reports and reconcile them to the Committee's books and records. The purpose was simply 
to insure that, prior to termination of the Committee, the FEC reports were accurate. 

This voluntary compliance involved extraordinary expense and effort and was instigated 
solely by the Respondents and ultimately revealed serious crimes and violations of law by a 
trusted employee and official of the Committee - which were immediately reported to the proper 
agencies of the federal government. 

To now punish Respondents for going to extra lengths, double-checking its reports and 
self-disclosing the information uncovered through their own efforts will send a clear signal that 
will not be lost on the regulated community: committees should not look too closely lest they 
discover violations that otherwise would not be known because such voluntary oversight and 
self-reporting may subject them to penalties for their honesty. That is the message being 
conveyed by this MUR and the RTB Finding. In lieu of punishing the Committee for its 
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honesty, the Commission should uphold the public policy encouraging voluntary compliance and 
disclosure. 

CONCLUSION 

For the reasons stated above and because neither the facts nor the law support the 
Commission’s Finding of Reason To Believe that Respondents have violated the Act, 
Respondents respectfblly move the Commission to dismiss the MUR and for such other 
necessary relief as deemed appropriate by the Commission. 

Respectfully Submitted, 
c 

&ta Mitchell, Esq. 
Foley & Lardner LLP 
3000 K Street, NW #500 
Washington, DC 20007 

(202) 672-5399 (facsimile) 

~ 

(202) 295-408 1 

Counsel for Respondents 
Dole NC Victory Committee, Inc. and 
Mike Mitchell, Treasurer 

Submitted via hand delivery this 18th day of January, 2005 

Mr. Larry Norton, General Counsel 
Office of General Counsel 
Federal Election Commission 
999 E Street, NW 
Washington, D.C. 20463 

cc: Alexandra Dumas 

21 
00213276031 



1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

EXHIBITS TO RESPONSE TO RTB FINDING 

Joint Fundraising Agreement, May 28,2002 

Statement of Organization, filed May 3 1 , 2002 

Affidavit of Respondent Michael W. Mitchell, Treasurer, January 18,2005 

Affidavit of Neal Rhoades, January 18,2005 

Dole North Carolina Victory Logistics Memorandum, May 24,2002 

Affidavit of Ted Koch, January 18,2005 

May 13,2003 - Email from Mike Mitchell to Cleta Mitchell 

June 11,2003 - Letter from Cleta Mitchell to Jane Parks 

May 14,2003 -- Email from Cleta Mitchell to Mike Mitchell, Mark Stephens, Neal 
Rhoades, Carla Eudy, Allen Haywood, Ted Koch 

May 14,2003 - Letter from Allen Haywood to Jane Parks, FEC 

May 19,2003 - Email from Allen Haywood to Cleta Mitchell, Mike Mitchell, Mark 
Stephens, Neal Rhoades, Carla Eudy 

May 14,2003 - Email from Mike Mitchell to Cleta Mitchell 

May 14,2003 - Email from Mark Stephens to Cleta Mitchell 

May 14,2004 -- Email from Neal Rhoades to Cleta Mitchell 

May 2 1,2003 -- Letter from Cleta Mitchell to Allen Haywood and Carla Eudy 

Amended Statement of Organization, filed May 29,2003 

July 15,2003 - Letter from Cleta Mitchell to Jane Parks, Federal Election Commission 
(and electronic version of letter) 

FEC Reports Index for Dole North Carolina Victory Committee 

June 10,2003 - Email from Cleta Mitchell to Mike Mitchell, Mark Stephens, Neal 
Rhoades, Bill Cobey 

June 13,2003 - Letter to Bobby Higdon, U.S. Attorney for Eastern District of North 
Carolina 

00213278691 



EXHIBIT 1 



A JOINT FUNDRAISING AGREEMENT 

OF 
DOLE NORTH CAROLINA VICTORY COMMITTEE, INC. 

ARTICLE 1 

THE PARTIES 
% 

This Joint Fundraising Agreement (”Agreement”) is made this ;;iff / day of May, 
2002 between the Dole 2002 Committee, Inc. (“DOLE 2002”) and the North Carolina 
Republican Party / North Carolina Victory Committee (“NC GOP Victory”) (collectively 
hereafter, “Parties”). 

The Dole North Carolina Victory Committee, (“DOLE NC VICTORY COMMITTEE”) 
is a separate on-going committee created by DOLE 2002 and the NC GOP Victory to act as a 
fundraising representative on their behalf. DOLE NC VICTORY COMMITTEE is registered 
with the Federal Election Commission for the purpose of joint fundraising. the proceeds of which 
are shared by DOLE 2002 and the NC GOP Victory as provided herein. 

Pursuant to 1 1 C.F.R. 3 102 17(b)( 1). the DOLE NC VICTORY COMMITTEE is a 
reporting political committee which collects all contributions. pays all fundraising costs 
associated with DOLE NC VICTORY COMMITTEE from gross proceeds and from funds 
advanced by the DOLE 2002 and NC GOP Victory. and disburses net proceeds to the NC GOP 
Victory Committee accounts (federal and state) and DOLE 2002 according to the allocation 
formula set forth below. 

- 

ARTICLE 2 
THE AGREEMENT 

This Agreement is entered into by DOLE 2002 and the NC GOP Victory in compliance with 11 
C.F.R. 
VICTORY COMMITTEE. 

102.17(c)( 1) and represents the understanding of the Parties regarding DOLE NC 

ARTICLE 3 
FUNDRAISING PROCEDURES 

A. DeDositon; Accounts 

1. 
solely for the receipt and disbursement of all contributions to DOLE NC VICTORY 
COMMITTEE that are permissible for the support of federal candidates under the Federal 
Election Campaign Act of 1971. as amended (2 U.S C 9 431 et ~ e y  ) and political party 

DOLE NC VICTORY COMMITTEE shall establish a depository account to be used 
# 
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committees in the state of North Cafolina pursuant to N.C. GEK. STAT. 0 163.278.5 er seq (1 999- 
3 1, s.6(a); 2000-140, s.82). 

2. The Parties agree that only contributions from individuals will be deposited into the 
depository account of DOLE NC VICTORY COMMITTEE, to be allocated as described belou. 

B. Allocation Formula 

1. 
COMMITTEE, as hndraising representative, shall allocate all net proceeds fiom the DOLE NC 
VICTORY COMMITTEE according to the following formula: 

DOLE 2002 and NC GOP Victory hereby agree that DOLE NC VICTORY 

a) DOLE 2002 will receive the first $1,000 of any individual contribution for the primary 
election; 

b) DOLE 2002 will receive the next $1,000 of any individual contribution for the general 
election; 

c) NC GOP Victory 2002 Federal Account will receive the next $5.000 of any individual 
contribution; 

d) NC GOP Victory 2002 State Account will receive any remaining inditidual contributions; 

Any contribution to DOLE NC VICTORY COMMITTEE by an individual which upon 
allocation to DOLE 2002 shall be determined to exceed the contribution limit of that individual 
to DOLE 2002, as proscribed by2 U.S.C. 9 441a shall be re-allocated to the NC GOP Victory 
2002 - Federal Account to the extent permitted by law; 

Any contribution to DOLE NC VICTORY COMMITTEE by an individual M hich upon 
allocation to both DOLE 2002 and NC GOP Victory 2002 Federal Account shall be determined 
to exceed the contribution limit of that individual to each committee. as proscribed b j  2 U.S.C. 
5 441a shall be distributed to the NC GOP Victory 2002 state account, 

For the purposes of this formula, "net proceeds" shall not include cash advances to DOLE NC 
VICTORY COMMITTEE from NC GOP Victory or DOLE 2002 until all funds advanced to 
DOLE NC VICTORY COMMITTEE are repaid in full. In addition. "net proceeds" shall not 
include any advances in the form of office space. personnel, equipment. lists or other items of 
value to DOLE NC VICTORY COMMITTEE from NC GOP or DOLE 2002 until payment has 
been made in the usual and normal amount for these items to each committee which provided the 
items. 

3. Pursuant to 11 C.F.R. 6 102.17(c), any donor may designate his or her contribution for a 
particular participant Any designated contribution which exceeds the contributor's limit to the 
designated participant will be re-allocated to the other participant(s) according to the formula set 
forth in this Agreement unless the donor designates in writing that the contribution is to be 
allocated in a manner other than that set forth in the allocation formula established herein, as 

2 
0028212271 



required by I 1 C.F.R. 8 102.17(~)(6)(ii). Notu.ithstanding the foregoing. NC GOP Victory a d  
DOLE 2002 specifically agree that any contribution which is not so designated shall be 
distributed pursuant to the allocation formula set forth above. Each participant’s share of net 
proceeds are not eannarked for any particular candidate or use and each participant shall use its 
share of its net proceeds in its sole discretion. 

4. 
Victory or DOLE 2002. A system for notation or other indication that the contribution derives 
from this Agreement shall be mutually agreed upon by the Parties. 

Any contributor may make his or her contribution payable directly to either NC GOP 

5 .  
agreement of both Parties. 

The timing and amounts of the distribution of net proceeds shall be upon the mutual 

6. 
Carolina and shall be jointly designated and appointed by the Parties. 

The Treasurer of DOLE NC VICTORY COMMITTEE shall be a resident of North 

C. ExDenses 

All expenses of fundraising by DOLE NC VICTORY COMMITTEE will be paid by the 
DOLE NC VICTORY COMMITTEE fiom the gross proceeds of DOLE NC VICTORY 
COMMITTEE. Any additional funds needed by DOLE NC VICTORY COMMITTEE for 
fundraising shall come from NC GOP Victory and DOLE 2002 in proportion to the allocation 
formula defined in Article 3, part B above unless the Parties agree in writing to a different 
formula which meets the requirements of the Federal Election Campaign Act of 197 1. as 
amended. 

D Lists and Notification of Donor Information 

1. The lists of names and addresses of contributors to DOLE NC VICTORY COMMITTEE 
shall become the joint property of NC GOP Victory and DOLE 2002. DOLE NC VICTORY 
COMMITTEE shall make available on at least a weekly basis to either of the Parties the names, 
addresses of donors, together with the amounts contributed and/or designated for the Parties 
resulting from joint fundraising efforts under this Agreement 

2 NC GOP Victory and DOLE 2002 agree that none of the donor names generated pursuant 
to this Agreement shall be solicited for any recipient other than NC GOP Victory or DOLE 2002 
during the earlier of the term of this Agreement or November 30,2002, provided that this 
provision shall not apply to donors who have contributed to NC GOP Victov prior to this 
Agreement. 

E. Liability 

1. The NC Republican Party is a political party committee as defined In N.C GEN. STAT. 
6 163-278.6 (14) & (15). The officers, employees and agents of the NC Republican Party shall 
not be held personally liable for any debt, liability or obligation of the NC Republican Party or 
NC GOP Victory Committee. All persons, corporations, or other entities extending credit to, 

3 
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contracting with, or having any claim against the NC Republican Party or NC GOP Victon 
Committee, may look only the funds and property of the NC GOP Victoq for pa>ment of an! 
such contract or claim or for the payment of any debt, damages. judgment. decree. or any mone! 
that may otherwise become due or payable to them from the NC GOP Victoq . 

2. DOLE 2002 is a non-profit corporation incorporated in the State of North Carolina. Neither 
the candidate, Elizabeth H. Dole, nor any officer, director, staff. agents andior employees of 
DOLE 2002 shall be held personally liable for any debt, liability or obligation of DOLE 2002. 
All persons, corporations, or other entities extending credit to. contracting with. or having an! 
claim against DOLE 2002 may look only the f h d s  and property of DOLE 2002 for payment of 
any such contract or claim or for the payment of any debt. damages. judgment. decree. or any 
money that may otherwise become due or payable to them from the DOLE 2002. 

F. Miscellaneous 

1. Parties agree that only vendors approved jointly by both NC GOP Victory and DOLE 2002 
shall be engaged to provide services to or on behalf of DOLE NC VICTORY COMMITTEE. 

2. Parties agree that all DOLE NC VICTORY COMMITTEE fundraising solicitations. activities 
and/or events will be approved in advance by the Parties. 

3. DOLE NC VICTORY COMMITTEE will maintain the books and records of the DOLE NC 
VICTORY COMMITTEE on behalf of the Parties, provided that the Parties shall have access at 
all times to review or otherwise inspect said books and records. DOLE NC VICTORY 
COMMITTEE shall report at least weekly to NC GOP Victory and DOLE 2002 all income. 
expenses, and other information regarding the status and activities of DOLE NC VICTORY 
COMMITTEE in a format mutually agreed upon by the Parties 

4. Neither NC GOP Victory nor DOLE 2002 shall obligate (with or without a contract) the 
DOLE NC VICTORY COMMITTEE for expenses in excess of $5.000 00 wthout the prior 
approval of both Parties. 

5 .  All staff and/or consultants providing fundraising services to the DOLE NC VICTORY 
COMMITTEE shall be compensated as agreed jointly b! the Parties 

6. This Agreement is not exclusive and nothing contained in this Agreement shall preclude 
either of the Parties hereto from entering into other Joint Fundraising Agreements as authorized 
by law. 

7. The term of this Agreement shall continue through the North Carolina primary election in 
2002 and. should Elizabeth H. Dole receive the nomination as the Republican candidate for the 
United States Senate from North Carolina. shall continue through the General Election in 
November 2002. In no case shall this Agreement extend beyond the date of the general election 
in November 2002 unless extended in writing by the Parties 

8. This Agreement may be terminated by either of the Parties upon thirty (30) days written 
notice to the other at which time the allocation of funds received to date shall be finally made 
and concluded as per the provisions of this Agreement. 
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9. This Agreement may be executed in one or more counterparts, each of which shall for all 
purposes be deemed to be an original, but all of which together shall constitute one and the same 
Agreement. 

10. This Agreement represents the entire agreement between the Parties hereto, and there are no 
other agreements, contracts or understandings between the Parties hereto with respect to the 
subject matter of this Agreement. 

1 1. The titles of the paragraphs and subparagraphs of this Agreement are for convenience of 
reference only and are not to be considered in construing this Agreement. 

12. This Agreement shall not be amended except by written instrument signed by all the Parties 
to this Agreement. 

The undersigned persons are authorized by the Parties to 
and fully understand the forgoing and it is their intent to be 
hereof. 

BY: NORTH CAROLINA VICTORY 2002 / 
NORTH CAROLINA REPUBLICAN PARTY 

-and- 

BY: DOLE 2002 COMMITTEE, INC. 

sign this Agreement and have read 
bound by the terms and conditions 

5 
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NORTH CAROLINA 
AFFIDAVIT OF MICHAEL W. MITCHELL 

WAKE COUNTY 

I, Michael W. Mitcheil, oflawfbl age do hereby afl6inn and state: 

1. I am a resident and citizen of the State of North Carolina and an attorney 
practicing law in Wake County, North Camha 

2. 1 am a lawyer in good standing with the State Bar of North Carolina. I am 
admitted to the practice of law in and before the Supreme Court of the State of North Carolina. I 
am admitted to practice behre the United States Supreme CoM, the Fourth Circuit Court of 
Appeals, md all federal district courts in the State of North C Z K O ~  

3. My area of practice is civil commercial litigation and medical malpractice 
defense. 

4. I am not an expert or practitioner in the area of  state or federal campaign finance 
law. 

5. I was ashred in the spring of 2002 by a friend and former law school classmate, 
Neal moades, if I would be willing to serve as treasurer of a joint hdraising mmmittee which 
was being established for the purpose of raising and disbursing funds to the Elizabeth Doh fat 
Unit4 States Senate campaign and the North Carolina Republican Party, paTticularly the N ~ r t h  
Carolina Victory 2002 Committee, to which Neal Rhodes was a consultant. 

6. Neal Rhodes had previously requested that T save as Trustee of the North 
Carolina Victory 2000 Committee during the 2000 general election, wl~icli I had a p e d  to do and 
did serve in that capacity. 

7. I was not fanziliar with a ‘joint fundraising committee,” and so advised Mr. 
Rhodes when he asked if I would s m e  as treasurer. 

8. I was advised that a joint hdraising committee is a committee established under 
the d e s  of the Fedcral Election Commission C‘FEC”), and that my role would not be that of 
day-to-day bookkeeper nor would T have the responsibility for preparing the FEC reports of the 
joint fundraising committee, 

9. In my capacity as Trustee of the North Carolina Victory 2000 committee, I was 
likewise not responsible for the day-to-day bookkeeping, accounting or compliance functions of 
the Victory 2000 mnmittee. There were paid professionals with expertisc in the field who w m  
responsible for the boakkeeping, acmunting, reporting and compliance duties o f  the Victory 
2000 committee. 

SA 764990~1 
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10. I was advised that my duties on behdf of the joint fundraising committee would 
be similar to those duties I had perfimned previously for the Victmy 2000 committee: to serve a~ 
the North Carolina resident and advisor to the representatives to a d  participants in the 
~ o d t t e ,  and to serve as a liaison between the Dole campaign a d  the State Party for purposes 
dated to the joint fhdraising cmndtw. I was also the initial inccxporator to help establish the 
joint fundraising comm-ttee. 

11. I was advised that there are complicated allocation ratios and reporting 
responsibilities associated with a joint fimldraising committee which would necessitate a 
professional person with experimce and skill in those areas to be responsible for the books, 
records and accouuting as well as compliance duties of the joint fwdtaising committee. Wha 1 
became the treasurer far the joint fundraising committee, I did not receive any materials from the 
FEC! desdbhg or explaining the accountins and reporting requi1-ernent5 for joint findraising 
mmmi t tees. 

12. 1 made known that I did not have the time or the expertise to mazlage the affairs of 
the joint fundraising committee and was assured that a professional indhidual was b h g  retained 
for that purpose. 

13. I was informed that Allen Haywood was to be designated the assistant treasurer of 
the joint fundraising committee, whose job it would be to manage the finacid ftffiihs of the 
committee, including tracking receipts and contributions, expenses and disbursements of the 
committee, writing checks and disbursing funds to the participating committees, and repodfig all 
information to the FEC. 

14. Allen Haywood was described to me by varbus people as being highly qualified 
to serve as usistant treasurer of the joint fundraising committee. He was said to have served as 
the treasurer or controUet of McCain for President campaign, that he w s  a professional in the 
field of federal campaign finance law, FEC reporting, and FEC regulations with over a decade of 
professional service in the field. 

15. I was fiuther advised that because the joint fundraising committee was not an 
actual “campaign committee,” it had no employees. Rather, the committee would retah outside 
vendors and consultants to ped’rm the work of the committee which W ~ S  solely to raise funds 
for the Elizabeth Dole for Senate Committee and the North Carolina Republican Party / North 
Carolina Victory 2002 committee of thc state party. 

16. At some point, I became aware that the hndraising consultant hired to manage the 
hdr~sixrg events and efforts of the committee was Eudy Nelson & Associates fiom 
Wa&@on, D.C., who 1 was told was a nationally known and well-respected fUndraising 
consultant with knowledge and experience regarding joint fundraising committees. 

17. I was also advised that Allen Haywood had come highly recommended by Carla 
Eudy, tho fundraising consultant and owner oPEudy Nelson & Associates. 
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18. Mr. Haywood was appointed Assistant Treasurer of the Committee snd was 
responsible for preparing and filing the Committee’s FEC reports. He prepared a memo 
requesting the committee’s electronic password h m  the FEC and forwarded that to me for 
signature in order that he could prepwe and file the committee’s FEC reports. I signed the 
memo that he submitted to me for s i p -  requesting the FEC provide to Mr. Haywood the 
password for electronic filing of the committee’s reports. 

19. Mr. Haywood utilized the electronic pa$sword issued to him by the FEC for f ihg 
reports. He did not submit those reports to me in advance, and Mr. Haywood filed all reports 
without my receiving notice of the content, until such time as he was removed as assistant 
treasurer of the committee. It is my understanding that under the FEC system for e1-d~ 
filing, my actual signature is not required for these reports. 

20. Mr. Haywood was chged with the responsibility of filing accurate reports and 
was relied upon by the committee for that pupse. That is the jab he was paid to perform and 
tlie purposc of his being retained by the camittee in the first place. 

21. Neither I nor any of the represeatatives of the committee participants had my 
reason to believe that Mr. Haywood would do anything other than perform his services in a 
professional manner consistent with his reputation. 

22. I relied upon a person (Mr. Haywood) with a good reputation and outstanding 
cro(lentials to discharge the obligations of the position of assistant treasurer. 

23. I discharged my duties as treasurer to best of my ability by entrusting certain 
responsibilities to an individual of excellent background and credentials. 

24. On May 13, 2003, I received a telephone call fiam Jane Parks of the Federal 
Election Commission who advised me that the FEC had not received sofficient idonnation in 
response to a question posed earlier to Mr. Haywood regarding employer and OCCUP~~~OIJ 
information of donors. I immediately sent an email to the attorney for the committee, Cleta 
Mitchell, advising her ofthc telephone call h m  the FEC. 

25. Cleta Mitchell advised that she would contact Ms. Parks at the FEC and find aut 
what information was being sought and what was missing. 

26. Clew Mitchell contacted Jane Parks at the FEC and then called me back to advise 
that she had spoken to Jane Parks and would monitor the situation imtil it was resolved 
satiskctori1 y. 

27. Allen Haywood advised me and others in writing on May 19, 2003, that he had 
confirmed with Jane R a i k s  of the FEC that she had completcd her view of amendments and 
responses to her questions and that ‘‘she is sEltisfied with the response and has dropped the 
nlam.g’ 
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28. Notwithstanding the fact that Jane Parks on behalf of the FEC advised both Mr. 
Haywood and Ms. Mitchell that she was “satisfied” with the mspomes from Mr. Baywood and 
had no other outstanding issues with the commim 1 nonetheless agreed with Ms. Mitchell that 
we should hire an independent review of the books and records to hsm that all the committee’s 
FEC reports were in order. 

29. My exact words were: ‘7 am in hvor of going the extra mile to keep Senator 
Dole’s good reputation Clem of any FEC inquiry, no matter how &or. I think we need to know 
whether Allen’s amendment to the report, and future amendment to his letter, would be enough 
to solve this problem. Perhaps we should have a joint c o d m e  call with Jane Parks so that we 
have a meeting of the minds on what they need, and when, and to show a satisfactory level of 
attention to the FEC’s concerns. .I believe that an amendment of Allen’s prior letter may not be 
enough.. . .” 

30. When the  view of the bank records and accouxlts of the committee was 
commenced, it became apparent that Allen Haywood had stolen finds k m  the committee and 
falsely repo~ed to the FEC the amount of receipts and disbursements in order to conceal his 
theft. 

31. We took immediate steps to m o v e  Allen Haywood h m  firher contact with or 
responsibility fbr the committee by removing his name as assistant treasurer and taking over all 
the books and records of the committee. 

32. During early June, 2003, representatives of the committee met With Sen. Elizabeth 
Dole to apprise her of ihc theft of h d s  from the joint c o d t t e e .  She instructed that we were to 
report the theft to the appropriate agencies as soon as possible, which is exactly what happened. 

33. On June 11,2003, our counsel, Cleta Mitchell, advised the FEC in writing that we 
were, in fact, involved in an internal review of all the mcords of the committee and that Allen 
Haywood had been removed and replaced as assistant treasurer and custodian of records. 

34. Also on that same day, June 11,2003, I met with the FEI and representatives for 
United States Attorney for the Eastern District of North Carolina in Weigh to report the theft of 
h d s  h m  the committee. Also in the meeting wme Neal Rhodes, Mark Stephens 
(representing Dole 2002 committee), and Bill Cobey (representing the No* Carolina 
Republican Party). 

35. Approximately one week after the meeting with the representatives for the U.S. 
Attorney and the FBI in Raleigh, we were contacted and advised that the case would be 
transferred to the Office 6fPubk Integrity in Washington, D.C., which did, in fm, QGCUT. 

36. Our counsel and our e x t m d  auditor worked with the Department of Justice to 
provide infirnation to them for the prosecution of Allen Haywood for his ernbezzLement of 
h d s  fkom the committee. 
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37. Our counsel and externa) auditor also worked dirigently to review all the FEC 
reports to be sure that any errors or omissions were comcted. We were working under a tight 
time &me to complete the internal review, amend the previously filed reports and be ready lo 
file accurate reports no lata than the next reporting date following ow discovery of the theft, 
which was July 15,2003. 

38. We filed accurate reports to the best of our hawledge and information on July 
15, 2003, and Gmected the pviou ly  filed moneous reports prepared by Mra Hapood to 
wnceal his theft of h d s .  

39. At no time fallowing the telephoue call on May 13,2003 fhm Jane Parks ai the 
‘FEC have I received any comxn~cation(s) or inquiries from the Commission r e g d g  Mr. 
Haywood’s crimes against the carunittee u t i 1  the fkll of 2004 when the committee was notified 
of an FEC audit and then the notice of this enforcement action which does not appear to be 
directed against Mr. Haywood, the perpetrator of these cnmcs. 

40. In right uf my very limited knowledge and experience in the area of federal 
campaign finance law, the E;EC regulations, and specifically, the d e s  governing joint 
fundraising committees, I exercised mnsonable care by relying on a professional in the field of 
FEC compliance. This was an individual with an excellent reputation and impeccable credentids 
in FEC compliance on whom I could reasonably rely to discharge the duties of the office of 
assistant treasurer. 

41. Because of his expertise in this field, Mr. Haywaod h e w  exactly how to conceal 
his illegal actions. The mason his theft was ultimately uncovered was because of the 
commitment of the committee, its counsel and its representatives to insuring the total accuracy of 
the FEC reports which is what led to the discovery of Mr. Haywood’s crimes, 

42. We voluntarily reported the theft to the Department of Justice and the 
Commission in order to insure that Mr. Haywood’s violation of law w8s not compounded by any 
additional errors or violations by the committee afier discovery ofthe theft, and to insure that his 
prior bad acts were not rat5fied in any manlier by me or any other rqxesentative of the 
committee. 

43. Mr. Haywood’s criminal and unlawful conduct was not authorized or ratified by 
me or any other person associated with the committee. 

5 
002.1327237.1 



01/18/05 15:28 FAX 919 821 8 03 SMITH ANDERSON +---- ------ 

Fufier -ant Say& Not. 

Michael W. Mitchell I 

Before me this 18' day of January, 2005, personally appeared Mr. Michael W. Mitchell 
and swore under penalty of perjury that thc above and foregoing statementsme true and correct 
to the best o f  his howledge and belief. 

SEAL, 
Notary Public 

My Commission Expires: April 24,2006 
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Midavit of Neal Rhaadeq 

SS’ 1 
County of 1 
State of North Carolina 1 

1 

I, Neal Rhoades, oflawfid age do hereby affirm and state 

1 I am a citizen and resident of the state of North Carolina, 

2 During 2002, T served as a consultant to the North Carolina Victory 2002 committee, a 
separate reporting committec of the North Carolina Republican Party tasked with responsibility 
of hdping to elect Republican candidates to state and fcderal ofice at the 2002 general election, 
and as a consultant io the Elizabeth Dote for Senate Committee, Inc, 

3. I had served on the NC Victory staff during the 2000 general election. 

4 I requested that Mike Mitchell sene as Trustee of the North Carolina Victory 2000 
committee. Mr. Mitchell is a friead and law school classmate of mine who is a practicing 
attorney in Raleigh, North Carolina 

5 Mt Mitchell agreed to serve and did serve as Trustee ofthe North Carolina Victory 2000 
committee. 

6. In that capacity, Mr. Mitchell reviewed and signed checks but did not have responsibilities for 
the day-to-day accomting, procedures, bookkeeping, compliance or reporting for the North 
Carolina Victory 2000 committee. 

7 In early 2002, the White House be8an making plans far political travel and campaign 
appearances by President George W Bush, Vice-President Dick Cheney and other 
administration personnel for and on behalf of candidates for office during the gemral election in 
November, 2002 

8 I WBS involved in the development of the political appearances of various administration 
officials in the stnte of North Carolina in 2002 0x1 behalf of the Dole For Scnafc Committw, 

9. The first political campaign appearance by President Bush following the September 11,2001 
t w i s t  attacks on the United States was a t i p  to North Cmlina in Febrruw, ZOO2 to benefit the 
Senate campaign of Elizabeth Dole, candidate for the US Senate &om North Carolina, 
Congressman Robin Hayes’ reelection committee and the North Carolina Republican Pmy The 
evcnt was ptyled “North Carolina’s Salute to G e o ~ e  W Bush” 

10. The national findraising for the Dole for Senate campaign and the mana,gment ofthe 
“Salute”,event was to be handled by Carla Eudy, a prominent national Republican findraising 
consultpt from Washington, D.C who owned the f m  Eudy Nelson & Associates (“EN & A”) 
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1 I ,  Caria Eudy advised the Dole For Senate Campaign and NC ViGtory campaign that she had 
subsmtial experience with joint committees and joint committee events (having been involved 
with the Republican Housedsenate Dinner among others), and that the best way to conduct 
events ofthis type was to create and establish a joint findraising committee under the regulations 
of the Fedcral1Election hmmission 

12 I had no prior expcrience with joint fundraising committees nor, to my knowledge, did 
anyone else involved with the North Carolina Victory 2002 committee or the Dole 2002 
committee, so we relied on the information provided to us by Carla Eudy regarding how such 
entities operated. 

13 A joint bndraising committee, the North Carolina’s Salute to George W. Bush Committee 
(“Salute Committee”) was established for the presidential event and was created in accordance 
with the FEC regulations for such committees. 

14 We were advised that the bookkeeping and accounting proaxlures for a joint findraising 
committee were somewhat complex and required a person of skill and experience to manage the 
compliance responsibilities of the joint fundraising committee Carla Eudy recommended Allen 
Haywood to s m e  as the accountant and compliance person for the joint fundraising committee 

15 I did not personally know Allen Haywood prior to 2002 but Carla Eudy told us of his 
background as the controller to the McCain presidential campaign and his work for more than 
tm years for other presi&ntial campaigns, feclcral committees and party committees including 
the National Republican Senatorial Committee I also learned that Allen Haywood worked fiom 
an office within the firm of Eudy Nelson & Associates 

16, I was also advised by Carla Eudy that Mt. Haywood would serve as the controller or 
treasurer for the Salute Committee far a fee of $6,000 

17. The Salute committee (and the Dole NC Victory Committee described in paragraph 19 
below) were not campaign committees They were ‘turn-key’ operations that had no employees 
a d  were managed by Eudy Nelson & Associates to be responsible for all aspects of the 
kndraising events and efforts Allen Haywood served as the compliance consuhanthendor for 
the cornmiitlees 

’1 8 After the Salute event was over, there were discussions about creating a new and ongoing 
joint hndraising wmmittee to handle national fundraising events Tor the rest of the campaign to 
benefit the Dole 2002 committee and the state party 

19, In late May, 2002, the Dole for Senate campaign and the NC GOP Victory campaign began 
the process of creating the new joint findraising committee called the “Dole NC Victory 
Committee ” Carla Eudy became the consultant to the new committee, rqn-ising her role f h m  
the “Sal~~te‘’ Committee, and she recommended that Allen Haywood perform essentially the 
same duties that he per€ormed for the Salute committee for the new committee 
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20. The Dole NC Victory Committee was to exist only through the general election of 2002 for 
the sole purpose of conducting fbndraising activities and events to benefit the Dole campaign and 
the NC state party No other activities or events were conducted by the committee after the 
general election in 2002 

21 I waa informed that the Dole NC Victory Committee would require a Treasurer On behalf 
of the leadership ofthe Dole for Senate Campaign and the PJC Victory campaign, 1 recruited 
Mike Mitchell to serve as treasurer of the Pole North Carolina Viawy Commtttee I recruited 
Mike because 1 knew he was a person of impeccable integrity, he resided in the state, and he was 
familiar with the NC Victory effort having served in the NC Victory 2000 campaign. 

22. Mike advised me that he was not familiar with a joint fbndraising committee or any of the 
compliance requirements of such a committee and that he did not have time to manage the day- 
to-day accounting or management functions of the committee. 

23 The pafiicipants ia the new joint findraising cornmittce were the Dole 2002 Committcc, Inc 
and the North CaroIina Republican Party / North Carolina Victory 2002 Committee, Mike 
Mitchell was designated as treasurer and Allen Haywood WBS designated the Assistant Treasurer 
and Custodian of Records 

24 The purpose of Allen Haywood’s involvement with the committee was to manage the 
accounts, process contributions and disbursements and make certain that the =C regulations 
were followed and all receipts and expenditures reported timely to the FEC 

25. In May, 2003, Cleta Mitchell, counsel to the Dole NC Victory Committee, and Mark 
Stephens, Campaign Manager for the Dole for Senate Committee informed me that some 
questions had arisen regarding Mr Haywood’s reports to the FEC, 

26 Tn late May, 2003, Ms, Mitchell informed me that Mr, Haywood bad been discovered as 
having stolen funds from the committee and that he had concealed his thefi by falsifying the FEC 
reports. 

27 During the first week of June, 2003, I participated with representatives of the committee in a 
meetin8 with Sm. Elizabeth Dole to apprise her of the theft of f h d s  from the joint committee. 
She instructed that we were to report the thcR to the appropkte agencies as soon as possible, 
which is exactly what happened 

28. Tmmediately following the meeting, on behalf of the committee, I scheduled a meeting 
between representatives ofthe Dole NC Victory Committee and representatives of the US 
Attorney’s offiGe for the Eastern District ofNorth Carolina 

29, On June 1 I, 2003, our counsel, Cleta Mitchell, advised the FEC in writing that we were, in 
fact, involved in an internal review of all the records of the committee and that Allen Mywood 
had been removed and replaced tu assistant treasurer and cllsiodian of records. 

3 
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30. On that same day, Mark Stephens, Bill Cobey, Mike Mitchell and I met with representatives 
of the U S Attorney’s office and the FBI to report the embezzlement committed by Mr, 
Haywood against the committee 

3 1, Upon the discowry of the theft, all persons associated with the Committee made every effoit 
to honestly and forkightly assess the situation regarding the committee and Mr. Haywood and 
to report to the proper authorities all information required by law. 

32 At no time after the discovery of the embezzlement did my person associated with the 
committee suggest or engage in any aceion(s) to conceal or deny Mr. fiyvood’s criminal 
activities or his violations of federal campaign finance law 

33 T believe that in conjunction with legal Counsel Cleta Mitchell, Mike Mitchell, Bill Cobey, 
Mark Stephens, and I have donc cvcrything within our power LO insure that Mr Haywood’s 
illegal conduct was reported and iwestigated as soon as possible, that all information provided to 
the FEC was amended to insure m a c y  and that no additional violations occurred 

34. 1 fiuther believe that those associated with the committee had ample reawn to trust and rely 
on Allen Haywood as a person o f  impeccable credentials and reputation for knowledge of the 
compliance requirements of joint fttldraising committees and the reporting requirements 
associated with such committees uuda the FEC regulations It was cleat ftom the outset of the 
relationship with Mr, Haywaad that his fimtion was to insure the complete aid proper 
compliance with all FEC regulations md requirements. 

35, Mi Haywood stole finds fiom the committee and deliberately con~ealed his crimes by 
filing to report the finances of the committee honestly and properly to the FEC. The purpose of 
retaining him was to serve the accounting and compliance finctions but he breached his 
ob~igations and his fiduciary duty to the committee by his illegal adons 

Further AfEant Sayeth Nut 

Neal Rhoades 

Before me this 8 day of January, 2005, pcrsonally appeased Mr Neal Rhoades and 
aworc under p d t y  of perjury that the above and foregoing statements are true and corre~f to the 
best of his knowledge and belief 

Notary Public 

My Cammission Expires &y i I b , 
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www.ElizabethDole.org 

Memo 
To: Mark 

From: Randy 

Date: May 24,2002 

Re: 

Cc: 

Dole NC Victory Committee Logistics 

Neal, Cleta, Carla, Ted, Alan 

Following is a description of how the logistics for the Dole NC Victory Committee (joint 
committee between Dole 2002 and NCGOP) will operate based on our conference call 
Friday and subsequent conversations 

P.O. Box 2008, Salisbury, NC 28145 will be dedicated to receiving contributions 
related to the Dole NC Victory Committee (except for special events for which the 
joint committee will / may establish a different address or PO Box). 

Bob Kearley, Dole 2002 Committee Staff, will check this box daily (morning) 
beginning Tuesday, May 28. 
Contributions will be sortedkategorized, photocopied and faxed by Bob to Allen 
Haywood (ass't treasurer and custodian of records of Dole NC Victory 
Committee) for entry into Campaign Manager. Alan will be responsible for all 
FEC reporting, reattributionhedesignation procedures, FEC filing, and other 
official reporting requirements. 
Contributions will be deposited by Bob into the First Union bank account, with 
assistance from Ted as needed. 
Allen will also be responsible for paying expenses of the joint committee and 
reimbursing expenses advanced by the participants (Dole 2002 and NC GOP 
Victory) in proportion to the allocation ratios of the formula and actual proceeds 
Regarding expenses. We should decide specifically what expenses are going to 
be absorbed by joint committee re. staff, office, computer, etc. --- and then create 

P.O. Box 2109 0 Salisbury, NC 28145 0 Toll Free: 866.443.6304 0 Fax: 704.630.6925 
Paid for by the Dole 2002 Committee, Inc 
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a system for keeping track of those actual amounts in order to be able to invoice 
and get reimbursed - and make sure we maintain the legal proportions. 

Daily tracking reports will be prepared by Bob, with assistance from Ted as 
needed, and distributed to the recipients of this memo along with any fundraising 
point-of-contacts for Dole NC Victory. NOTE: The fundraising agreement 
provides that the joint committee will be responsible for maintaining the books 
and records and accounts of the joint committee, providing weekly reports to the 
participants (that includes both the Dole campaign AND the NCGOP Victory 
2002 Committee). The reports can be more frequent if necessary. The main 
point to keep in mind is that this must be JOINT and the state party must be kept 
‘in the loop’ specifically either through Neal or some other designated person. 

MI 
6-4 
c*.. Action Items: 

0 
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Deposit slips for First Union account to Ted/Bob (from Allen?) 
Decisions on allocating, tracking, and paying expenses. Separate meeting with 
Allen, Mark, Neal, Cleta, others? 
Ted and Bob get together to develop daily reporting templates 
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Affidavit o f T d  Koch 

ss: 1 
City of Alexandria 1 
State ofVirginia 1 

1 

I, Ted Koch, of la& age do hereby a f k n  and state: 

1. 1 am a residmt and citizen of thc Sate of Virginia 

2. I iim B member of Koch & Hoo~, LLC and provide professional services in the arca of 
campaign finance reporting and compliance for M e d  political committees. 

3.  1 was retained by the Dole 2002 Committee, hc, to manage the contributions and compliance 
issucs and to prcpm FEC reports for the committee, which was the principal authorized 
committee of the Elizabeth Dolc for Unitcd Statcs Senate campaign in North Carolim in 2002, 

4, I knew Allen Haywood for eleven years prior to 2002 and worked with and for him in the 
area of fderal campaign finance ~ampliance involving n u m m u  federal political committees 
before 2002. 

5. Allen Haywood was, prior to 2002, om of thc most wcll-mspcctcd professionals in the Reid 
of FEC compliance, accounting and reporting. 

6. I vllas the treasurer for the North Caroh’s Salute to Ckorgc W. Bush Committee (“Salute 
Committee”) and Allen Haywood was the professional consultant rcspomiblc for actually 
managing the accounting, receipts, and disbursements for the Salute Committee and preparing its 
FEC reports. 

7. T had no reason to suspect that Allen Haywood would evcr do anything i m p p e r  with respect 
to thc Salutc Committee nor did I suspect at the time that he was doing anything improper or 
illegal. 

8. Rllcn Haywood told me that he was being paid a one-timc fec of $6,000 for his professional 
services to d for thc Salute Committee, 

9. Following thc prcsidential visit to North Cmlina to raise h d s  for the Salutc Committee, 1: 
was aware that a scparate joint fwldraising committee, the Dole North Carolina Victory 
Committee (‘the Committee"), was being established, 

10. 1 was aware that Carla E d y  was the fundraising and events management consultant 
responsible for the fundraising for the Dole North Carolina Victory Committee and that Allen 
Haywood WBS to handle the accounting and FEC compliance fundons for the Committee, just as 
they had both done for the Salute Committee. 
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1 1 Because both committees were established to hclp raise h d s  for the Dole campaign, 1 
workcd with Allen Haywood to process the disbursements to thc Dole 2002 Committee and was 
rcspnsible for making certain that the contributions through the joint hdraising committees to 
the Dole campaign w a  in compl~ance with federal law and were duly reported to thc FEC. 

12. h r h g  the course of the hmmittcc’s cxistcncc until the sprhg of2003, I had no reQson to 
suspect that Allen Haywood was stealing h d s  from the Comtnittcc. 

13. I had workcd with Allen Haywood often on a Jay to dny basis during 2002 and did not 
observe any conduct that made me suspect him of any wrongdoing. 

14. T did occasionally help Allen Haywood, upon quest, preparc and clcctmnically file FEC 
reports for the Cornmiltee and responses to Requests for Additional M o d o n  (“RFW) letters 
from the FEC in order to assist the Committee with its filing requirements. 

15. I spoke with Allen Haywood s e v d  timcs about mattcrs involving the Committee but did 
not suspect them were any problems or wrongdoing in pmccss. 

16. I f 1  had suspected or known of any theft or wrongdoing being wmmitted by Allen 
Haywood, 1 would have inunediately reported that to the tt(mufer and others related to the 
comlllittcc. 

17. In April 2003, I had a convcrsation with Cleta Mitchell, courlsel to the Committee, reg&g 
the termination of the Committcc and 1 followed up with Allen Haywood in an eflort to ac& 
the status of the Committcc and when he thought he might be able 10 terminate it$ existen=. 

18. Allen Haywood advised that he was awaiting receipt of a reimbursement check from the 
Republican National Committee in order to terminate the Committee’s existence. 

19. At times, I reviewed portions of the Committee's FEC rgorts p*or to May, 2003 but did not 
compare the FEC wrts to the Committee’s bank records or accounts. 

20. In late May, 2003, J was contacted by Cleta Mitchell and was advised that thc Committee 
had decided to retain me to review thc Committee's books, records, bank accounts and FEC 
reports, to reconcile the accounts and to make certain that all the FEC reports that had been filcd 
were, in fact, accurate and correct. 

21. 1 began the internal review by contacting Allen Haywood and rcqucsting that he deliver or 
furnish to mc the financial words of the Committee in order that 1 could paform the services I 
had been retained by the Committee to pdom.  

22. Allen Haywood was reluctant to deliver the complete books and rccords to me and it took 
several days for mc to actually obtain many of the records. 

2 



JRN-19-2885 86:14 FROM: P. 8841886 

23. Allen Haywood advised me that k c  were missing bank statements and no cmcelled 
checks for the committee. I W n U  the First Union Bank and ordered duplicate bank records 
for the Committee in order to conduct my internal review. 

24, On May 20,2003, I went to Allen Haywood’s office located in the officcs of Eudy Nelson 
and Associates. 

25. Thc purpose of my trip to Allen FIaywobd’s officc was to pick up the Committee’s 
checkbook and other rccords which he had not provided to me. 

26, Upon reviewing the chakbook, I noted s c v d  chak stubs with large disbursements notcd 
in the check register as having been for ‘Gpostage’’. 

27. A number of the ‘$ostap” disbufsements were dated after the general clection in 2002 and 
would have been after the datc when my fmd&sitlg invitations or letters would havc bcm smt 
for or by the Committee. 

28. In the back of thc checkbook was a sheet of paper with no title but which listed dates and 
amounts only. No pay= was listed for any of the amounts. 

29. The amounts and dates coincided with the entries into the check register for “postage”. 

30. J immediately contacted Cleta Mtchcll and wcnt to her ofice to disclose what I had 
discovered. 

3 1 It was rcadily apparent to both of us (Clm Mitchell and mysclf) that Allcn Haywood had 
probably been the payee for thc amomb listed as ”postage”. 

32. While I was sitting in her office, Cieta Mitchell callcd Allen Haywood at his home and also 
on his cell phone but she did not reach him. She left mcssagcs for him on both phone numbers. 
She advised Allcn that he was NOT to Come to my house the next day, which he had ken 
planning to do ostensibly to bring additional Committee records and to usc my computer to make 
entries into the Committce’s Complimw software. 

33, Cletir Mitchell also leR in hcr message to Allen Haywood that it appcatcd from the 
checkbook that he had been engaged in mngfid activity rega,rd,ing the Committee and that he 
nccdcd to deliver all the books and records of the Committee to her office by the closc of 
business thc following day. 

34, Following the discovery of thc large disbursements, I was able to get the bank rccords and 
confirm that the payee on the ‘postage’ disbursements was Allen 13aywwd. 

35, I wnducted a complete revicw of all the recorcls of contributions to and disburscmcnts From 
the Committee’s bank account which took several weeks. I compared the accounts to the FEC 
teports and prepared the lzeccssary amendments to accurately reflect all activitics of the joint 
fundraising committee. 

3 
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36. I discovered that Allen I3rrywood had also deposited cuntributions into the Committee’s 
account that we= actually intended for and were the proprty of another joint hdraising 
committee, the Dole Victory Committee (WVC”). 

37. Allen had deposited the DVC €hds into the Dole NC Victory Committee account and then 
had written checks to himself against these funds. 

38. ARcr discovering the embezzlment from the Committee’s account and the theft of DVC 
funds, 1 was also instructed to perform the 3ame review of the Salute Committee’s account even 
though thc Salute Committee had already been terminated by the FEC. 

39. I discovered that Allen hacl also stolen fun& horn the Salute Committee which would have 
gone undetected had I not obtained the barik records and reviewed all the deposits and 
disbmcmcnts from thc account. 

40. 1 prepared and filed mended FEC teports for both the Salute Committee and the Dole NC 
Victoty Committee which accurately reflected all the activitics into and out of both committees' 
accounts . 
41. It took several weeks longer than planned to complete the inkmal review of the 
Committee’s accounts and records because of the difficulty of reconciling the credit card 
contributions to the Committee. There were several hundred credit card contributions that had 
bem made to or authoripLed by donos to the Committee, many or which were never processed by 
Nlcn Haywood. Thc task of determining which of thc a d i t  card contributions had bccn 
actually received by the Committce and which ones had never been processed was a time 
consuming effort but WBS necessary in order to insure that the FEC reports accurately reflected 
the amount of contributions actually received in order to report correct amounts and jdumation 
to the FEC in a c c o h c e  with the FEC regulations. 

42, T completed the internal review and preparation of the 24 Quarterly Reprt for 2003 and the 
amendments to a11 prior FEC reports barely in time lo file all ofthem on the next reportinh: date, 
July 15,2003. 

43, All FEC *ports for both committees were corrated md filed with the FEC by July 15,2003 
and accurately reflect, to the besl o%my knowledge and information, the transactions of both 
committccs’ accounts. 

44. I worked with Cleta Mitchell and fhishcd to thc Dcpartmcnt of Justicc dl ncccssary books 
and m r d s  of both committees in order to assist the c o d t t c c s  in rcdrcsshg thc imp- 
activity. 

45. I have -shed to thc FEC through Cleta Mitchell the identical documents and rtmm€s 
produced to the Department of Justice in order for the FEC to conduct an audit of thc Committee. 

4 
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46. I have not ken contacted by the FEC’s audit division since the initial audit meeting on 
October 26,2004, othcr than to provide access for the auditofs to the C o d W ’ s  compfiancc 
soflware account. 1 had been advised by the auditors that they would bc contacting Cleta 
Mitchell and me for purposes of obtaining the rest ol! the Co&ttcc’s books and records but 1 
haw rcceived no such contact or request for the rccords. 

47. I believe that the Committcc, thc treasurer and the representatives of the participants in the 
Convnittee discharged thcir duties and responsibilities in the best manner possiblc and that nonc 
of us could have or would have ever anticipated that Allcn Haywood would misappropriate funds 
from any committee that had hired him. 

48. I was completely shocked to uncover the theft Allen Haywood committed bccausc I had 
known him for many years, had worked with him and kncw him to bc a reliable and trustworthy 
individual who was extremely kmowledgeable and skilled in FEC complian=. 

49. Thc Committee had adopted a set of pmcedms which  we^ memorialipRd in a memo and 
which set forth how the Committee was to operate. The C o m i W  sponsored numerous 
fundraising events in various cities in North Carolina atld established several different 
solicitations and response locations, As the Committee’s hdraising events md activities 
incrcascd, Allcn Haywood assumed responsibility for processing all contributions as well as 
handling the disbursements to the participants. His knowledge of joint fhdxaising committees 
and the allocation ratios that were to be applied to disbursements and expenses was important to 
the Committee’s compliance requirements, so it  was reasonable that Ihe participants relied on 
him to manage the Committee’s accounting and reporting rcsponsibilitics. 

50. I do not klieve that the Treasurer, Mike Mitchell, or any p o n  associated with cithcr of thc 
fwo joint: Fundraising committees acted in an umawnablc or irresponsible manner. Rather, the 
decision to retain me to rcview all the books and rccords to make ccrtain the FEC reports wcrc 
correct was above and beyond the lcvcl of commitment to compliance when compared to thosc 
involved with other political committees. 

Tcd Koch 

Before me this fl- % day of Janutuy, 2005, personally appeared Mr. Ted Koch and 

swore under penalty of pajury that the above and foregoing statements me true and correct to the 
best of his knowledge and belief 

S E A L  
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Mike Mitchell 

From: 
Sent: 
To: 
Subject: 

Mike Mitchell 
Tuesday, May 13' 2003 3 37 PM 
'cmitchell@foleylaw com' 
FEC 

I just rec'd a phone message from Jane Parks at the FEC about the filings of the Dole North Carolina Victory Committee 
Inc. She is complaining about omission of employer names, and occupations, of donors Her message says that they will 
send the matter to their general counsel unless they receive an electronically-filed explanation by May 23 Can you call her 
and let me know that everything is under control3 Her number is 

thanks 

Michael W. Mitchell 
Smith Anderson Blount Dorsett Mitchell & Jernigan 

Raleigh, N.C. 2760202611 
P.O. BOX 2611 
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F O L E Y i L A  
A T T O R N E Y S  A T  L A W  

i;, 

VIA ELECTRONIC MAIL 

June 11,2003 

0 FOLEY & LARDNER 
WASHINGTON HARBOUR 
3000 K STREET, N W , SUITE 500 
WASHINGTON, D C 20007 5143 
202672 5300TEL 
2026725399 FAX 
www foleylardner corn 

WRITER’S DIRECT LINE 
2022954081 
crnitchell@foleylaw corn EMAIL 

CLIENT/MATTER NUMBER 
0423740101 

Ms. Jane Parks 
Reports Analyst 
Federal Election Commission 
999 E Street, NW 
Washington, D.C. 20463 

Re: Dole North Carolina Victory Committee, Inc. COO378 1 17 

Dear Ms. Parks: 

Ths  is to follow-up on our telephone conversation of May 19,2003, regarding the 
Dole-North Carolina Victory Committee, Inc., a joint fundraising committee of the Dole 2002 
Committee, Inc. and the North Carolina Republican Party. (“the Committee”). As I indicated in our 
telephone conversations, I serve as counsel to the Committee. 

You may recall that I indicated in our conversation that I was in the process of 
initiating a thorough review of all receipts, expenditures and previously filed FEC reports which had 
been handled since the inception of the Committee by Mr. Allen Haywood, the Committee’s 
assistant treasurer. The purpose of the review wash to insure that the Comrmttee’s FEC reports are 
accurate, that best efforts obligations have been met and that the Committee’s receipts and 
disbursements have been properly accounted for and reported to the Commission in preparation for 
termination. 

This is to advise you that the review is underway and ongoing. We will be preparing 
amendments to previously filed FEC reports which we hope to have ready for filing shortly. Further, 
we filed on May 29,2003 an amended Statement of Organization which replaces Mr. Allen 
Haywood as Custodian of Records (I will now serve in that capacity) and as Assistant Treasurer. 
We have also amended the Committee’s address to reflect that it is no longer located at Mr. 
Haywood’s office. Mr. Haywood has been replaced in all capacities and removed from firher 
involvement with the Committee. 

It is my hope that we will shortly have completed and ready for filing any 
amendments to the FEC reports which may be required. 

Thank you for bringing to the Committee’s attention the situation regarding 
employer/occupation information, which is what prompted this overall review. I will be back in 
touch with you once the review is completed. 

BRUSSELS DETROIT MILWAUKEE SAN DIEGO TAMPA 
CHICAGO 
DENVER LOS ANGELES SACRAMENTO SAN FRANCISCO 

JACKSONVILLE ORLANDO SAN DIEGOIDEL MAR WASHINGTON, D C 

MADISON TALLAHASSEE 
WEST PALM BEACH Oo2 1029431 
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F O L E Y  : L A R  D N  EQ 
A T T O R N E Y S  A T  L A  

Ms. Jane Parks 
June 11,2003 
Page 2 

Thank you again for your assistance. 

Sincerely, 

Cleta Mitchell, Esq. 
Attorney at Law 

00210294311 
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Mitchell, Cleta 

From: 
Sent: 
To: 
cc: 
Subject: 

Mitchell, Cleta 
Wednesday, May 14,2003 11 11 AM 
Mike Mitchell (E-mail), Mark Stephens (E-mail), Neal Rhoades (E-mail), Carla Eudy (E-mail) 
Allen Haywood (E-mail), Ted Koch (E-mail) 
suggestion to make sure Joint Committee is completely correct 

Mike, Mark, Neal, Carla, Allen, Ted 

I talked today with Jane Parks, the FEC analyst who called Mike yesterday about missing information for 
employer/occupation of donors on the report -- she told me that the joint committee was missing 80% of the 
employer/occupation information Allen said he has filed an amendment last week which added information for 200 
donors -- however, he did not do a cover letter which itemized what he'd done -- Allen now says he's going to amend the 
letter he sent a few weeks ago to clearly indicate that he did send follow up letters within 30 days to donors who failed to 
include employer/occupation information on their response cards 

The FEC says we need to file a response by May 23 and Allen believes that his response being filed prior to that date will 
be sufficient 

Frankly, I have some concerns about this joint committee -- and I don't want to have the FEC decide to conduct an audit or 
turn this over to the General Counsel which is what Jane Parks told Mike Mitchell and me that she was going to do if there 
isn't some satisfactory resolution within a week 

This is my suggestion as to how we should proceed I would suggest we have Ted Koch conduct an independent internal 
audit of the books and records of this committee, review all the reports and amendments filed to date with the FECI and 
reconcile everything -- and if there need to be any further amendments filed, to prepare those as well I would like to have 
a thorough review and report of this committee to be sure everything is the way it's supposed to be -- and if it isn't, that we 
would file whatever needs to be filed to fix it with FEC so they don't come back and do it for us -- which would subject us to 
fines and penalties, not to mention bad publicity Included in Ted's report should be a narrative of what steps have been 
taken to correct any problems or mistakes that he might have found 

If Ted is available to do that right away, I would certainly feel more comfortable having that done -- and try to get it done 
within the next week, if that is possible It would be a way to document that we've done everything we could think of to do 
to be sure it is correct This would also be a way for us to protect everyone involved, including Allen, to be sure that the 
system is working correctly 

Please respond as soon as possible to this suggestion If someone has a better idea for a way to be sure this committee 
is being properly handled, I'm certainly not married to this idea I just thought this might be in the best interests of Sen 
Dole and in keeping with the way she likes for things to be done -- which is correctly and as close to perfectly as humanly 
possible 

Thanks Cleta 

Cleta Mitchell, Esq 
Foley & Lardner 
3000 K Street, N W 
Washington, D C 20007 
(202) 295-4081 (direct line) 
(202) 672-5399 (fax) 
cmitchell@foleylaw com 

The information contained in this e-mail message may be privileged and confidential information and is intended only for the use of the individual and/or 
entity identified in the alias address of this message If the reader of this message is not the intended recipient, or an employee or agent responsible to 
deliver it to the intended recipient, you are hereby requested not to distribute or copy this communication If you have received this communication in 
error, please notify us immediately by telephone or return e-mail and delete the original message from your system Thank you 
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aFof1) F.E.C. IMAGE 23990899023 

ETEXT ATTACHMENT 

May 14,2003 

Ms Jane Parks 
Reports Analysis Division 
Federal Election Commission 
- E s t  NW 
Washington, DC 2- 

Dear Ms Parks 

Page 1 of 1 

PM14l2603 04 : 66 

This letter is in response to your request for additional infarmatian megarding the"t>est effarts" inbrmation and pmoe 
durea af the Dole North Carolina Victory Committee, Inc [identlfication number COO3781 17) 

The Commrttee included the mquimd nquest for information on all of its solicltations Sample sdicltations were sent 
by messenger tu the attention uf John Gibson at the FEC on Apnl24. 2003 The Committee routinely sent a kllw-up let- 
ter to those EOntnbUtoM who did not intiall provide all of the requested information Sam le follow-up letters WE 
alw sent by me86en er to Mr Gibson on April 24,2003 It was the 6tandard practice of tRe Committee to send thew hl- 
IDCUP letters Whin !O da s of the rempt aF a COntributiDn a fad which was omitted h r n  my Form 98 letter to Mr 
Gibson dated Apnl24 2& Finally, I had wcpmsd my ihtent in my Farm $Q letter of April 24, 2003 to file amendmen- 
ts on or Mure May 7.2003 disclosing additional inkmation These amendments WE filed un May 6,2003 

Please call me if you have any questions or need any additianal inbrmation at (202) 6824WO or (202) 409-4095 

Allen Haywood 
Comptroller, Dole North Carolina ViFtory Cornmrttee, Inc 

http://images.nictusa.com/cgi-bin/fecimgif/O/COO378 1 17/23990899023/23990899023/19 ... 0 111 8/2005 
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From: 
Sent: 
To: 

cc: 
Subject: 

Monday, May 19,2003 3:l l  PM 
CMitchell@foleylaw.com, Mike Mitchell; rnstephens@elizabethdole org; 

Re Update 

Jane Parks from the FEC called this afternoon to tell me that she has completed her review 
of amendments and reponses to her questions, and that she is satisfied with the response 
and has dropped the matter. 
-Allen 
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Mike Mitchell 

From: 
Sent: 
To: 
Subject: 

Mike Mitchell 
Wednesday, May 14,2003 4 03 PM 
Mike Mitchell 
W. suggestion to make sure Joint committee is completely correct 

- - - - -  Original Message----- 
From: Mike Mitchell 
Sent: Wednesday, May 14, 2003 4 : 0 2  PM 
To: 'Mitchell, Cleta'; Mark Stephens (E-mail); Neal Rhoades (E-mail); 
Carla Eudy (E-mail) 
Cc: Allen Haywood (E-mail) ; Ted Koch (E-mail) 
Subject: RE: suggestion to make sure Joint Committee is completely 
correct 

I am in favor of going 
FEC inquiry, no matter 

the 
how 

extra mile 
minor. 

to keep Senator Dole's good reputation clean of 

I think we need to know whether Allen's amendment to the report, and future amendment of 
his letter, would be enough to solve this problem. Perhaps we should have a joint 
conference call with Jane Parks so that we have a meeting of the minds on what they need, 
and when, and to show a satisfactory level of attention to the FEC's concerns to 
discourage them from sending anything to their general counsel. I believe that an 
amendment of Allen's prior letter may not be enough But a full internal audit may be 
more than is necessary (in light of the time constraints and costs). 

I also favor informing Senator Dole of these communications from the FEC, so that there 
are no surprises for her. 

- - - -  -Original Message----- 
From: Mitchell, Cleta [mailto~CMitchellBfoleylaw.com] 
Sent: Wednesday, May 14, 2003 11:11 AM 
To: Mike Mitchell, Mark Stephens (E-mail); Neal Rhoades (E-mail); Carla 
Eudy (E-mail) 
Cc: Allen Haywood (E-mail); Ted Koch (E-mail) 
Subject: suggestion to make sure Joint Committee is completely correct 

Mike, Mark, Neal, Carla, Allen, Ted: 

I talked today with Jane Parks, the FEC analyst who called Mike 
yesterday about missing information for employer/occupation of donors on the 
report - -  she told me that the joint committee was missing 80% of the 
employer/occupation information. Allen said he has filed an amendment last 
week which added information for 200 donors - -  however, he did not do a 
cover letter which itemized what he'd done - -  Allen now says he's going to 
amend the letter he sent a few weeks ago to clearly indicate that he did 
send follow up letters within 30 days to donors who failed to include 
employer/occupation information on their response cards. 

The FEC says we need to file a response by May 23 and Allen believes that 
his response being filed prior to that date will be sufficient. 

Frankly, I have some concerns about this joint committee - -  and I don't want 
to have the FEC decide to conduct an audit or turn this over to the General 
Counsel which is what Jane Parks told Mike Mitchell and me that she was 
going to do if there isn't some satisfactory resolution within a week. 
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. *  

Thrs is my suggestion as we should proceed: I would 
Ted Koch conduct an independent internal audit of the books 

c.4 this committee, review all the reports and amendments filed 
and records of 
to date with the 

FEC, and reconcile everything -- and if there need to be any further 
amendments filed, to prepare those as well. I would like to have a thorough 
review and report of this committee to be sure everything is the way it's 
supposed to be - -  and if it isn't, that we would file whatever needs to be 
filed to fix it with FEC so they don't come back and do it for us - -  which 
would subject us to fines and penalties, not to mention bad publicity. 
Included in Ted's report should be a narrative of what steps have been taken 
to correct any problems or mistakes that he might have found. 

If Ted is available to do that right away, I would certainly feel more 
comfortable having that done - -  and try to get it done within the next week, 
if that is possible. It would be a way to document that we've done 
everything we could think of to do to be sure it is correct. This would 
also be a way for us to protect everyone involved, including Allen, to be 
sure that the system is working correctly. 

Please respond as soon as possible to this suggestion. If someone has a 
better idea for a way to be sure this committee is being properly handled, 
I'm certainly not married to this idea. I just thought this might be in the 
best interests of Sen. Dole and in keeping with the way she likes for things 
to be done - -  which is correctly and as close to perfectly as humanly 
possible. 

Thanks. Cleta 

Cleta Mitchell, Esq. 
Foley & Lardner 
3000 K Street, N.W. 
Washington, D.C. 20007 
(202) 295-4081 (direct line) 
( 2 0 2 )  672-5399 (fax) 
cmitchell@foleylaw.com 

The information contained in this e-mail message may be privileged and 
confidential information and is intended only for the use of the individual 
and/or entity identified in the alias address of this message If the 
reader of this message is not the intended recipient, or an employee or 
agent responsible to deliver it to the intended recipient, you are hereby 
requested not to distribute or copy this communication. If you have received 
this communication in error, please notify us immediately by telephone or 
return e-mail and delete the original message from your system. Thank you. 
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Mike Mitchell 

From: 
Sent: 
To: 
cc: 
Subject: 

Mark Stephens [mstephens@elizabethdole org] 
Wednesday, May 14,2003 4.36 PM 
'Mitchell, Cleta'; Mike Mitchell, 'Neal Rhoades (E-mail)', 'Carla Eudy (E-mail)' 
'Allen Haywood (E-mail)', Ted Koch (E-mail)' 
RE: suggestion to make sure Joint Committee is completely correct 

Cleta - Just do it. Get the FEC happy. Pay Ted out of the funds 
remaining. Get the records right & and then close this puppy down I 
do not want E. Dole getting hammered politically over bureaucratic 
oversight within the committee. Do what you have to do to get this 
matter in hand - including discussions with the FEC to keep this 
committee out of hot water. 

If you have any difficultly - let me know. 
Mark 

- - - - -  Original Message----- 
From: Mitchell, Cleta [mailto:CMitchell@foleylaw.coml 
Sent: Wednesday, May 14, 2003 11:11 AM 
To: Mike Mitchell (E-mail); Mark Stephens (E-mail); Neal Rhoades 
(E-mail) ; Carla Eudy (E-mail) 
Cc: Allen Haywood (E-mail); Ted Koch (E-mail) 
Subject: suggestion to make sure Joint Committee is completely correct 

Mike, Mark, Neal, Carla, Allen, Ted: 

I talked today with Jane Parks, the FEC analyst who called Mike 
yesterday about missing information for employer/occupation of donors on 
the 
report - -  she told me that the joint committee was missing 80% of the 
employer/occupation information. -Allen said he has filed an amendment 
last 
week which added information for 200 donors - -  however, he did not do a 
cover letter which itemized what held done - -  Allen now says he's going 
to 
amend the letter he sent a few weeks ago to clearly indicate that he did 
send follow up letters within 30 days to donors who failed to include 
employer/occupation information on their response cards 

The FEC says we need to file a response by May 23 and Allen believes 
that 
his response being filed prior to that date will be sufficient. 

Frankly, I have some concerns about this joint committee - -  and I don't 
want 
to have the FEC decide to conduct an audit or turn this over to the 
General 
Counsel which is what Jane Parks told Mike Mitchell and me that she was 
going to do if there isn't some satisfactory resolution within a week. 

This is my suggestion as to how we should proceed: I would suggest we 
have 
Ted Koch conduct an independent internal audit of the books and records 
of 
this committee, review all the reports and amendments filed to date with 
the 
FEC, and reconcile everything - -  and if there need to be any further 
amendments filed, to prepare those as well. I would like to have a 
thorough 
review and report of this committee to be sure everything is the way 
it's 
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0 supposed to be - -  and if it isn't, that we would 
be 
filed to fix it with FEC so they don't come back 
which 

a 
file whatever needs to 

and do it for us - -  

would subject us to fines and penalties, not to mention bad publicity 
Included in Ted's report should be a narrative of what steps have been 
taken 
to correct any problems or mistakes that he might have found. 

If Ted is available to do that right away, I would certainly feel more 
comfortable having that done - -  and try to get it done within the next 
week, 
if that is possible. It would be a way to document that we've done 
everything we could think of to do to be sure it is correct. This would 
also be a way for us to protect everyone involved, including Allen, to 
be 
sure that the system is working correctly 

Please respond as soon as possible to this suggestion. If someone 
better idea for a way to be sure this committee is being properly 
handled, 
I'm certainly not married to this idea. I just thought this might 
the 

has a 

be in 

best interests of Sen. Dole and in keeping with the way she likes for 
things 
to be done - -  which is correctly and as close to perfectly as humanly 
possible. 

Thanks. Cleta 

Cleta Mitchell, Esq. 
Foley & Lardner 
3000 K Street, N.W. 
Washington, D.C. 20007 
(202) 295-4081 (direct line) 
(202) 672-5399 (fax) 
cmitchell@foleylaw.com 

The information contained in this e-mail message may be privileged and 
confidential information and is intended only for the use of the 
individual 
and/or entity identified in the alias address of this message. If the 
reader of this message is not the intended recipient, or an employee or 
agent responsible to deliver it to the intended recipient, you are 
hereby 
requested not to distribute or copy this communication. If you have 
received 
this communication in error, please notify us immediately by telephone 
or 
return e-mail and delete the original message from your system. Thank 
YOU 
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Mitchell. Cleta 

Amen1 

From: 
Sent: 
To: 
Subject: 

Wednesday, May 14, 2003 4 02 PM 
'Mitchell, Cleta' 
RE. suggestion to make sure Joint Committee is completely correct 

-----Original Message----- 
From: Mitchell, Cleta [mailto:CMitchell@foleylaw.com] 
Sent: Wednesday, May 14,2003 1 l : l l  AM 
To: Mike Mitchell (E-mail); Mark Stephens (E-mail); Neal Rhoades (E-mail); Carla Eudy (E-mail) 
Cc: Allen Haywood (E-mail); Ted Koch (E-mail) 
Subject: suggestion to make sure Joint Committee is completely correct 

Mike, Mark, Neal, Carla, Allen, Ted 

I talked today with Jane Parks, the FEC analyst who called Mike yesterday about missing information for 
employer/occupation of donors on the report -- she told me that the joint committee was missing 80% of the 
em ployer/occupation information Allen said he has filed an amendment last week which added information for 
200 donors -- however, he did not do a cover letter which itemized what he'd done -- Allen now says he's going to 
amend the letter he sent a few weeks ago to clearly indicate that he did send follow up letters within 30 days to 
donors who failed to include employer/occupation information on their response cards 

The FEC says we need to file a response by May 23 and Allen believes that his response being filed prior to that 
date will be sufficient 

Frankly, I have some concerns about this joint committee -- and I don't want to have the FEC decide to conduct an 
audit or turn this over to the General Counsel which is what Jane Parks told Mike Mitchell and me that she was 
going to do if there isn't some satisfactory resolution within a week 

This is my suggestion as to how we should proceed I would suggest we have Ted Koch conduct an independent 
internal audit of the books and records of this committee, review all the reports and amendments filed to date with 
the FECI and reconcile everything -- and if there need to be any further amendments filed, to prepare those as 
well I would like to have a thorough review and report of this committee to be sure everything is the way it's 
supposed to be -- and if it isn't, that we would file whatever needs to be filed to fix it with FEC so they don't come 
back and do it for us -- which would subject us to fines and penalties, not to mention bad publicity Included in 
Ted's report should be a narrative of what steps have been taken to correct any problems or mistakes that he 
might have found 

If Ted is available to do that right away, I would certainly feel more comfortable having that done -- and try to get it 
done within the next week, if that is possible It would be a way to document that we've done everything we could 
think of to do to be sure it is correct This would also be a way for us to protect everyone involved, including Allen, 
to be sure that the system IS working correctly 

Please respond as soon as possible to this suggestion If someone has a better idea for a way to be sure this 
committee is being properly handled, I'm certainly not married to this idea I just thought this might be in the best 
interests of Sen Dole and in keeping with the way she likes for things to be done -- which is correctly and as close 
to perfectly as humanly possible 

Thanks Cleta 

Cleta Mitchell, Esq 
Foley & Lardner 
3000 K Street, N W 
Washington, D C 20007 
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(202) 295-4081 (direct line) 
(202 j 672-5399 (fax) 
cmitchell@foleylaw corn 

The information contained in this e-mail message may be privileged and confidential information and is intended only for the use of the 
individual and/or entity identified in the alias address of this message If the reader of this message is not the intended recipient, or an 
employee or agent responsible to deliver it to the intended recipient, you are hereby requested not to distribute or copy this communication If 
you have received this communication in error, please notify us immediately by telephone or return e-mail and delete the original message 
from your system Thank you 
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F O L E Y  L A  R N E R  
A T T O R N E Y S  A T  L A W  

May 2 1,2003 

PRIVILEGED AND CONFIDENTIAL 

VIA FACSIMILE 

FOLEY & LARDNER 
WASHINGTON HARBOUR 
3000 K STREET, N W , SUITE 500 
WASHINGTON, D C 20007 5143 
202672 5300TEL 
202672 5399 FAX 
www fol eyl ard ner corn 

WRITER'S DIRECT LINE 
2022954081 
cmitchell@foleylaw com EMAlL 

CLIENT/MATTER NUMBER 
0423740103 

Mr. Allen Haywood 
Ms. Carla Eudy 
900 2nd Street, NE 
Suite 114 
Washington, DC 20002 

Re: Dole North Carolina Victory Committee and NC Salute to 
George W. Bush Committee Records 

Dear Allen and Carla: 

This is to memonalize my voicemail messages to Allen on his cell phone and his 
home last night. Based on the initial review of records and information performed at my request by 
Ted Koch related to the Dole North Carolina Victory Committee, a joint fundraising committee 
during the 2002 election, I am hereby requesting that all books, records, documents and other 
information related to both joint fundraising committees related to the Dole 2002 Committee, Inc. be 
delivered to my office by the close of business TODAY, May 21,2003. 

This request includes all documents and records involving not only the Dole NC 
Victory Committee but also the NC Salute to George W. Bush Committee, Inc. 

Further, Allen, you should either provide copies of all bank statements and cancelled 
checks for both committees or, in the alternative, please provide documentary evidence of your 
written request to the bank that copies of all such records have been ordered no later than the close 
of business today. 

Carla, I am asking that you take the necessary steps to assist in making sure that Allen 
complies with my request for delivery of all records and documents to my office. There are some 
serious irregularities in the records reviewed to date for the Dole NC Victory Committee and I have 
been authorized by Mark Stephens and Neal Rhoades to oversee a complete and thorough review of 
all transactions related to both committees until we are satisfied that all entries are in order and the 
FEC reports are accurate. 

I would hope that we can receive all the requested documents and records through a 
cooperative effort in order to conduct the necessary review and audits. 

00210189701 
BRUSSELS DETROIT MILWAUKEE SAN DIEGO TAMPA 
CHICAGO JACKSONVILLE ORLANDO SAN DIEGO/DEL MAR WASHINGTON, D C 
DENVER LOS ANGELES SACRAMENTO SAN FRANCISCO WEST PALM BEACH 

MADISON TALLAHASSEE 



ir Mr. Allen Haywood 
May 21,2003 
Page 2 

If that does not happen forthwith, we will have to consider other options in order to 
obtain the requested records and documents and make certain that both committees are in full 
compliance with the law. 

Please call me at (202) 295-4081 if you have any questions. I will appreciate a 
prompt response 

Sincerely, 

Cleta Mitchell, Esq. 
Attorney at Law 

cc: Mark Stephens 
Neal Rhoades 
Ted Koch 
Mike Mitchell 

00210189701 
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? 

I- R I ,  

F O L E Y  :LA D N E R  
A T T O R N E Y S  A T  L A W  

July 15,2003 

VIA ELECTRONIC MAIL 

FOLEY & LARDNER 
WASHINGTON HARBOUR 
3000 K STREET, N W , SUITE 500 
WASHINGTON, D C 20007 5143 
2026725300TEL 
2026725399 FAX 
www foleylardner corn 

WRITER’S DIRECT LINE 
2022954081 
cmitchell@foleylaw corn EMAIL 

CLIENTIMATTER NUMBER 
0423740103 

Ms. Jane Parks 
Reports Analyst 
Federal Election Commission 
999 E Street, NW 
Washington, D.C. 20463 

Re: Dole North Carolina Victory Committee, Inc. ID# COO378 1 17; North Carolina’s 
Salute to George W. Bush Committee, Inc. ID# COO373084 

Dear Ms. Parks: 

This is to follow up regarding our previous communications concerning the above-referenced 
joint hndraising committee of the North Carolina Republican Party and the Dole 2002 Committee, 
Inc., known as the Dole North Carolina Victory Committee, Inc. (“the Committee”). As per our 
previous communications via telephone and confirmed by my letter to you dated June 11 , 2003, the 
Committee independently initiated a thorough review of the receipts, disbursements, FEC reports, 
documents and bank records of the Committee since inception through the present date. 

The internal review has now been substantially completed and it would appear that the 
individual who was retamed to manage the contributions, disbursements and FEC compliance 
matters for the Committee, Mr. Allen Haywood, did not properly perform those hc t ions  and 
responsibilities. It appears from the records we have reviewed that Mr. Haywood apparently paid 
amounts to himself fkom Committee funds that were not authonzed and that were not reported by 
Mr. Haywood to the Federal Election Commission. 

The Committee has prepared amendments to the previously filed FEC reports to reflect as 
accurately as possible all information required by the Commission. The mendments to the reports 
are being filed today contemporaneously with the filing of tlus letter. You will note fkom the 
report(s) that Mr. Haywood on certain occasions deposited funds into the Committee’s account in an 
improper manner which was not authonzed by the Committee and such unauthorized deposits are 
indicated specifically on the report(s). 

AdditionaIIy, after it became apparent that there were irregulmties with regard to the 
Committee, we conducted an internal review of the books and records of another joint fundraising 
committee, North Carolina’s Salute to George W Bush Committee, Inc. (“Salute Comittee”), 
which Mr. Haywood oversaw, even though the FEC approved the termination of the Salute 
Committee on May 23,2003. The participants in the Salute Committee included the North Carolina 

BRUSSELS DETROIT MILWAUKEE SAN DIEGO TAMPA 
CHICAGO JACKSONVILLE ORLANDO SAN DIEGO/DEL MAR WASHINGTON, D C 
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Ms. Jane Parks 
July 15,2003 
Page 2 

Republican Party, the Dole 2002 Committee, Inc. and the Hayes for Congress Committee. Mr. 
Haywood was the contnbutions and compliance manager for the Salute Committee. 

The internal review of the Salute Committee’s records has also been concluded. The 
Commission is hereby advised that it appears that Mr. Haywood paid amounts to himself from the 
Salute Committee’s hnds which were neither authonzed nor reported to the FEC. As a result of 
those unauthorized payments, amendments to the Salute Committee’s FEC reports are also being 
filed today. 

Upon ascertaining all of these irregularities, we notified the appropriate law enforcement 
authorities regarding the situation. Please be assured that the participants in both joint fundraising 
committee(s) have provided and will continue to provide to the Department of Justice all 
information, documents and records necessary to assist with investigation of this matter. 

It is important to note that Mr. Haywood was only engaged to manage the contributions and 
compliance for these two joint committees. Mr. Haywood had no direct relationship with the North 
Carolina Republican Party, the Dole 2002 campagn, or the Hayes for Congress campaign. Further, 
his role with both joint fundrasing committees has been completely severed. 

We appreciate your assistance as we address the problems that have been discovered. Please 
contact me at (202) 295-4081 if you have any questions. Thank you. 

Sincerely, 

Cleta Mitchell, Esq. 
Attorney at Law 

00210296431 
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ng of this letter You will note from the report(8) that Mr H a p J o n  certain occasions de 061ted funds into the Commi- 
ttee's account in an imprnper manner which was not authorized by the Committee and suc! unauthorized dewits are. indica- 
ted specifically on the npnrt(s) 1 

U 
nAddrtionaIly alter it bewme apparent that there. uere irregulanties wrth regard to the Camittee we conducted an int- 
ernal reviwt of the books and records of another joint fundraising comrnttee, North Carolina'e Salute to George W Bush 
Committee Inc ["Salute Cornmrttee") which Mr Hapaad oversaw, eYen thou h the FEC apprmd the terminatian of the Sal- 
ute Commrkee on May 23,2003 The participant6 in the Salute Committee incided the North Camline Republican R~rty 
the Dole 2oa2 Committee, Inc and the Hays h r  Congms Committee Mr Haywood was the wntnbutions and compliance ma- 
nager For the Mute Carnmittee r 

U 
uThe internal review ofthe Salute Committee's records has also been concluded The Commission is hereby advised that 
It appears that Mr Haproad paid amounts to himself from the Salute Carnmitteera funds which WE neither authorized nor 
nported to the FEC As a nesult of those unauthorlred payments, amendmenbs to the Salute Committee's FEC mpnrts are 
also k ing Rled today J 

n 
nUpon ascertaining all af these irregularities, we notified the appropriate law enfnrcement authonties regarding the si- 
tuation Please be asured that the participants in bath oint fundraising commrt&[s) haue provided and mll continue 
to prwide to the Department of Justice all information, dDeumenh and wcords necessary to assist with investigation ar 
this matter - 

http://images.nictusa.com/cgi-bin/fecimgif/0/C00378 1 17/2399 1374038/23991374038/19 ... 01/16/2005 
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ETEXT ATTACHMENT 
0 

ult 18 important to note that Mr Haywod wa6 on1 engaged to mana e the contnbutions and compliance for these tvro joint 
GornrnRtees Mr Haymxl had no dim4 rslatlonslip wRh the North &mlina Republican Party, the Dole 2 M 2  ~ampaign, 
or the Hayes for Cnngress campaign Further, his role wth both joint fundmising committees has been completely sewn- 
d U  

n 
nWe appreciate your asststance as we address the problems that have been discwred Please contact me at [202] 2954081 
IF you have any questions Thank you J 

U 
Sirloerely, u 
n 
Isl Cleta M Rchell n 
U 
Cleta MRchell, Esq r 
Attorney at Limn 
0 
FOLEY 8 IARDNERu 
WASHINGTON HARBOURu 
m K STREET, N w SUITE mi 
WASHINGTON D C 2m7-5143' 
2 M  672 5300 TELU 
2Q2 E2 5399 FAXr 
w bleyla drier corn n 
0 
WRITERS DIRECT LINEL 
2022%4081 - 
crnikhel Igqfoleylaw cam EMAl L' 
U 
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FEC Disclosure Reports - Fil -ID COO3781 17 e, Page 1 of 5 

Presented by the Federal Election Commission 

TRY A: NEW SEARCH 

Committee ID: COO3781 17 

DOLE NORTH CAROLINA VICTORY COMMITTEE INC 

RETURN TO: FEC HOME PAGE 

PO Box 1154 
Alexandria, VA 223 13 

Treasurer Name: MIKE MITCHELL 
Committee Designation: J (JOINT FUND RAISER) 
Committee Type: X (NON-QUALIFIED PARTY) 

CANDIDATE: 
DOLE. ELIZABETH H ID: S2NCOOO83 

NOTE: 

Candidate listings may appear here as a result of draft committees or independent expenditure 
committees 
registering with the FEC. If no official documents of an authorized committee appear below, the 
individual identified here has taken no action to become a candidate. 

Click the Display Image column to quickly view a report page by page. 
Click the Display PDF column to receive and view/print entire reports in PDF format. 

Year 2004 

MISCELLANEOUS 
REPORT TO FEC 11 02/18/2004 11 
MISCELLANEOUS 
REPORT TO FEC 11 10/14/2004 11 

11 04/07/2004 11 0 1 /O 1 /2004 

llJULY QUARTERLY 11 11 07/08/2004 11 04/0 1 /2004 

llcToBER /I 11 10/14/2004 11 07/0 1/20; QUARTERLY 
, 

IPOST-GENERAL 11 /I 11/30/2004 11 10/01/2004 

Year 2003 

EndDate 11 Pages IlDisplay Image 

06/30/2004 11 61IpDF 24961742250 

0913 0/2004 11 7 1) PDF 24962454754 

11/22/2004 11 611;ir1322343 

http://images.nictusa.com/cgi-bin/fecimg/?COO378 1 1 7 0 1 / 1 6/2005 
- . . . . . - . .. . 
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From Date End Date II Display Image Document Filed Amended Filed On 

MISCELLANEOUS 
DOCUMENT 

23037941 625 
211pDF 

0 1 /24/2003 

MISCELLANEOUS 
REPORT TO FEC 

23990657264 
llPDF 04/04/2003 

II MISCELLANEOUS 
REPORT TO FEC 

23990657592 
llm 04/04/2003 

ll MISCELLANEOUS 
REPORT TO FEC 

239908 138% 
1 llm 04/24/2003 

II MISCELLANEOUS 
REPORT TO FEC 

23990899023 
1 IIm 0511 412003 

MISCELLANEOUS 
REPORT TO FEC 05/1 5/2003 

MISCELLANEOUS 
REPORT TO FEC 0511 612003 

STATEMENT OF 
ORGANIZATION AMEND 05 /29/2003 

MISCELLANEOUS 
REPORT TO FEC 0611 1/2003 

2399 1374038 
211m 

MISCELLANEOUS 
REPORT TO FEC 07/15/2003 

APRIL QUARTERLY 11 23990704239 
9 1 1 ~  

04/14/2003 0 1/0 1 /2003 03/3 112003 

0711 512003 0 1 /O 1 /2003 03/3 1 /2003 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

II 24038272291 
PDF (I 0 1 /2 1 /2004 0 1/0 1/2003 03/3 1 /2003 

JULY QUARTERLY 11 07/1 5/2003 04/0 1 /2003 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

24038281 750 
31m 

0 1 /28/2004 04/0 1 /2003 06/30/2003 

OCTOBER 
QUARTERLY 

239920753 18 
llPDF 10/15/2003 07/0 1/2003 0913 0/2003 

)I YEAR-END 0 1 /28/2004 10/01/2003 1 2/3 1 /2003 

Year 2002 

Document Filed llAmeodedll Filed On 11 From Date Display Image 
or PDF End Date 

/I 0513 1/2002 11 611 22037594427 STATEMENT OF 

http://images.nictusa.com/cgi-bin/fecimg/?COO378 1 1 7 01/16/2005 
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ORGANIZATION II PDF 
STATEMENT OF 
ORGANIZATION 

22037831081 
9 1 1 ~  

AMEND 10/3 1 /2002 

MISCELLANEOUS 
REPORT TO FEC 

22993019084 ~IL 12/11/2002 

MISCELLANEOUS 
REPORT TO FEC 

22993019114 ~IL 
STATEMENT OF 
ORGANIZATION 

22037910106 
4 1 1 ~  

AMEND 12/24/2002 
~ 

JULY QUARTERLY 07/15/2002 04/0 1 /2002 06/30/2002 

0 111 0/2003 04/0 1 /2002 06/30/2002 JULY QUARTERLY AMEND 

JULY QUARTERLY AMEND 07/15/2003 0410 1 /2002 0613 0/2 0 02 

PRE-PRIMARY 0 8/2 9/2002 07/0 1 /2002 08/2 1 /2002 

47 1) 1 1 7277 PRE-PRIMARY AMEND 10/1 5/2002 07/0 1 /2002 08/2 1 /2002 

22037890763 
9 1 1 ~  

PRE-PRIMARY AMEND 12/11/2002 07/0 1 /2002 08/2 1 /2002 

AMEND 0 1 / 1 0/2003 07/0 1/2002 08/2 1 /2002 

08/2 1 /2002 

PRE-PRIMARY 

PRE-PRIMARY AMEND 03/18/2003 07/0 1 /2002 

PRE-PRIMARY AMEND 07/15/2003 07/0 1 /2002 08/2 1 /2002 

OCTOBER 
QUARTERLY 

~~~ 

0 9/3 0/2 0 02 10/1 5/2002 08/22/2002 

OCTOBER 
QUARTERLY 09/3 012002 AMEND 0 1 /10/2003 08/22/2002 

OCTOBER 
QUARTERLY 03/18/2003 AMEND 08/22/2002 09/3 0/2002 

REQUEST FOR 

INFORMATION 
ADDITIONAL 22037782784 

PDF 10/16/2002 1 O/ 1 6/2002 

OCTOBER 
QUARTERLY AMEND 04/24/2003 07/0 112002 09/3 0/2002 

OCTOBER 
QUARTERLY 

~~ 

09/3 0/2002 AMEND 0711 5/2003 08/22/2002 

PRE-GENERAL 10/24/2002 1 010 1 /2002 10/16/2002 

http://images.nictusa.com/cgi-bin/fecimg/?COO3 78 1 1 7 01/16/2005 
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Q) 
Page 4 of 5 

23038061901 
PDF PRE-GENERAL AMEND 04/24/2003 1 o/o 1 /2002 10/16/2002 1 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

22037871 678 
PDF 12/05/2002 3 

10/16/2002 23990873302 
PDF PRE-GENERAL AMEND 1 o/o 1/2002 133 

~ 

1 o/o 1 /2002 23991377055 
PDF 
23990070391 
PDF 
23990573819 
PDF 

10/16/2002 PRE-GENERAL AMEND 07/15/2003 14C 

132 

133 

1c 

11 

148 

17C 

17C 

1 

171 

18 

171 

t 

1 o/o 1 /2002 1 O/ 1 7/2002 AMEND 01/10/2003 

PRE-GENERAL 03/20/2003 1 o/o 1 /2002 10/17/2002 AMEND 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

22037744652 
PDF 10/02/2002 04/0 1/2002 06/30/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

22037814676 
PDF 10/24/2002 04/0 1 /2002 06/30/2002 

22992983668 
PDF 
23990070564 

PDF 
23990593749 
PDF 

12/05/2002 10/17/2002 1 1/25/2002 POST-GENERAL 

POST-GENERAL AMEND 01/10/2003 10/17/2002 1 1/25/2002 

POST-GENERAL AMEND 03/2 112003 1011 7/2002 1 1/25/2002 

23038061902 
PDF POST-GENERAL AMEND 04/24/2 003 10/17/2002 1 1/25/2002 

23990873489 
PDF POST-GENERAL AMEND 05/07/2003 10/17/2002 1 1/25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

POST-GENERAL 

22037744634 
PDF 10/02/2002 07/0 1 /2002 08/2 1 /2002 

~~ 

05/16/2003 239909242 18 
PDF AMEND 10/17/2002 1 1/25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

220378 14662 
PDF 08/2 1 /2002 10/24/2002 

07/15/2003 

02/26/2003 

0 1 /24/2003 

23991377717 
PDF AMEND POST-GENERAL 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

10/17/2002 

07/0 1 /2002 

1 1/26/2002 

1 1/25/2002 

0812 1 /2002 

1213 1 /2002 

18s 

- 

8 

23038000022 
PDF 

YEAR-END 23990137532 

http://images.nictusa.com/cgi-bin/fecimg/?COO378 1 1 7 01/16/2005 
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l8 23038015060 
PDF 

l4 23038015082 
PDF 

30 23038022427 
PDF 

Page 5 of 5 

23990814321 
9 1 ~  IIYEAR-END AMEND 04/24/2 00 3 1 1/26/2002 1 2/3 1 /2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

03/19/2003 07/0 1/2002 09/30/2002 

AMEND 0511 5/2003 11/26/2002 12/3 1 /2002 

AMEND 07/15/2003 1 1/26/2002 1 2/3 1 /2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

23038034790 
PDF 04/10/2003 07/0 1 /2002 0 9/3 0/2 0 02 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

0311 912003 1 o/o 1 /2002 10/16/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

23038034794 
PDF 04/10/2003 1 o/o 1 /2002 1011 6/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

03/26/2003 10/17/2002 1 1/25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

23038033960 
PDF 10/17/2002 04/09/2003 1 1 /25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

23038052041 
PDF 04/17/2003 10/17/2002 1 1/25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

23038070561 
PDF 0510 1 /2003 10/17/2002 1 1/25/2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

2303 8022457 
PDF 03/26/2003 1 1/26/2002 1 2/3 1 /2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 2ND 

23038052049 
PDF 04/17/2003 11/26/2002 12/3 1 /2002 

REQUEST FOR 
ADDITIONAL 
INFORMATION 

23038072527 
PDF 05/07/2003 1 1/26/2002 12/3 1 /2002 

TRY A: NEW SEARCH NEW ADVANCED SEARCH 
RETURN TO: FECH0.M.E P A %  

http://images.nictusa com/cgi-bin/fecimg/?COO378 1 1 7 01/16/2005 
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Mike Mitchell 

From: 
Sent: 
To: 
Subject: 

Mitchell, Cleta [CMitchell@foleytaw.com] 
Tuesday, June 10,2003 9.1 2 PM 
Mike Mitchell, Mark Stephens (E-mail), Neal Rhoades (E-mail), Bill Cobey (E-mail) 
Chronology for Meeting with US Attorney meeting - 8 30 am, Wednesday June 11 

The Dole NC Victory Committee was established in May, 2002 as a joint 
fundraising committee of the Dole campaign and the NC GOP - -  as provided by 
federal law and FEC regulations. 

Allen Haywood was appointed by ? (Carla Eudy) the general contractor for the 
fundraising events by the joint committee to manage the administrative and 
compliance responsibilities of the joint committee. 

He paid himself and reported a check for $6,000 in late June, 2002. That is 
the only reported disbursement to Allen Haywood. The list of other 
disbursements (unreported) can be provided; generally speaking, he began in 
August paying himself varying amounts at odd times from the account - -  and 
withholding deposits in order to balance the reported receipts and 
disbursements. 

the joint committee should have been terminated by January, 2003 at the 
latest -- it was not terminated because Allen Haywood kept stating that the 
committee was awaiting reimbursement from the Republican National Committee 
of amounts related to presidential trips to North Carolina. This turns out 
also to be false as the payments were made by the RNC some months earlier. 

Please contact me for further information 

Cleta Mitchell, E s q .  
Foley f Lardner 
3000 K Street, N.W. 
Washington, D.C. 20007 
(202) 295-4081 (direct line) 
(202) 672-5399 (fax) 
cmitchell@foleylaw.com 

The information contained in this e-mail message may be privileged and 
confidential information and is intended only for the use of the individual 
and/or entity identified in the alias address of this message. If the 
reader of this message is not the intended recipient, or an employee or 
agent responsible to deliver it to the intended recipient, you are hereby 
requested not to distribute or copy this communication. If you have received 
this communication in error, please notify us immediately by telephone or 
return e-mail and delete the original message from your system. Thank you 

1 
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F D L E Y :  L A  N E R  
A T T O R N E Y S  A T  L A W  

June 13,2003 

ATTORNEY WORK PRODUCT 

VIA FACSIMILE (919) 856-4487 

e FOLEY & LARDNER 
WASHINGTON HARBOUR 
3000 K STREET, N W , SUITE 500 
WASHINGTON, D C 20007 5143 
2026725300TEL 
2026725399 FAX 
www foleylardner corn 

WRITER'S DIRECT LINE 
2022954081 
cmitchell@foleylaw com EMAlL 

CLIENT/MATTER NUMBER 
0423740103 

Mr. Bobby Higdon, Assistant U S. Attorney 
Cnminal Chief, Eastern Distnct of North Carolina 
310 New Bern Ave., Suite #800 
Raleigh, NC 27601 

Re. Dole North Carolina Victory Committee, Inc., North Carolina's 
Salute to George W. Bush Comrmttee, Inc. 

Dear Mr. Higdon: 

Please find attached to this letter three (3) documents submitted for your review. The first 
document i s  the letter which I plan to send to the Federal Election Commission should we determine 
it i s  necessary to advise the FEC of the cnminal investigation prior to the completion of the 
amendments to the FEC reports. Our timetable is to complete the amendments to the FEC reports by 
the end of next week - 111 which case the letter would be a cover letter accompanying the 
amendments and would be revised to reflect that fact. If the letter is not filed contemporaneously 
with the amended FEC reports for both committees, the attached letter will be subrmtted to the FEC 
by the end of next week. 

Also attached are the tallung points prepared for my use in discussing this matter wth 
members of the media should that become necessary, as well as talking points for Sen. Elizabeth 
Dole should she receive in'quiries from the media. Of course, we want to be certain that all wntten 
and spoken words are appropnate and pose no problems or create any hindrance for your ongoing 
investigation. 

Please advise me of any changes to these documents as well as any directives to bear in mind 
as this becomes public information. 

Sincerely, \ 

Cleta Mitchell, Esq. 
Attorney at Law 

Attachments (3) 

BRUSSELS 
CHICAGO 
DENVER 

DETROIT 
JACKSONVILLE 
LOS ANGELES 
MADISON 

MILWAUKEE SAN DlEGO TAMPA 
ORLANDO 
SACRAMENTO SAN FRANCISCO 

SAN DIEGO/DEL MAR 

TALLAHASSEE 

WASHINGTON, D C 
WEST PALM BEACH Oo2 1030584 
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A T T O R N E Y S  A T  L A W  

(date) 

VIA ELECTRONIC MAIL 

FOLEY 81 LARDNER 
e 

WASHINGTON HARBOUR 
3000 K STREET, N W , SUITE 500 
WASHINGTON, 0 C 20007 5143 
2026725300TEL 
202672 5399 FAX 
www foleylardner corn 

WRITER’S DIRECT LINE 
2022954081 
cmitchell@foleylaw com EMAIL 

CLI ENT/MATTER NUMBER 
0423740103 

Ms. Jane Parks 
Reports Analyst 
Federal Election Commission 
999 E Street, N W  
Washington, D.C. 20463 

Re: Dole North Carolina Victory Committee, Inc ID# COO3781 17; North Carolma’s 
Salute to George W Bush Committee, Inc. ID# COO373084 

DearMs Parks: 

The Dole North Carolina Victory Committee, Inc., ajoint fundraising committee of the Dole 
2002 Committee, Inc. and the North Carolina Republican Party (“the Committee”) has been 
reviewing the receipts, disbursements, FEC reports, documents and bank records of the Committee 
since inception, as per our earlier telephone conversation and confinned by letter dated June 11, 
2003. 

Ths  is to fiuther follow up on those previous communications. While the internal review is 
not yet complete, it would appear that Mr. Allen Haywood, the individual who was retamed to 
manage the contnbutions, disbursements and FEC compliance matters for the Comrmttee, did not 
properly perform those responsibilities. It would hrther appear that Mr. Haywood paid amounts to 
himself fiom Committee funds that were not authonzed and that were not reported by Mr. Haywood 
to the Federal Election Commission (“the Commission’’ or “FEC”). 

The Committee has notified the U.S Attorney’s office and the FBI in Raleigh, North 
Carolina of these irregularities and an investigation is now ongoing. The Committee will provide all 
infomation, documents and records necessary to assist the Department of Justice investigation and 
enforcement of the law. 

The Committee is prepanng amendments to the previously filed FEC reports to reflect as 
accurately as possible all infonnation required by the Commission. The amendments to the reports 
will be filed as soon as additional records can be obtained, the accounts reconciled and the amended 
reports prepared. 

Additionally, after it became apparent that there were inegulanties with regard to the 
Committee, an internal review of the books and records of another joint fundrsusing committee, 
North Carolina’s Salute to George W. Bush Committee, Inc. (“Salute Committee”) was initiated 
even though the FEC approved the termination of the Salute Committee on May 23,2003. The 

BRUSSELS DETROIT MILWAUKEE SAN DIEGO TAMPA 
CHICAGO JACKSONVILLE ORLANDO SAN DIEGO/DEL MAR WASHINGTON, D C 
DENVER LOS ANGELES SACRAMENTO SAN FRANCISCO WEST PALM BEACH Oo2 

MAD I SON TALLAHASSEE 



I 

. I 
0 F O L E Y :  LA 

Ms. Jane Parks 
June 12,2003 
Page 2 
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participants in the Salute Committee included Dole 2002 Committee, Inc., the North Carolma 
Republican Party and the Hayes for Congress Committee. Mr. Haywood was also the contnbutions 
and compliance manager for the Salute Committee. 

Although the internal review of the Salute Committee’s records has just started, the 
Commission is hereby advised that it also appears that Mr. Haywood paid amounts to himself fiom 
the Salute Committee’s finds which were neither authorized nor reported to the FEC. It also 
appears that it will be necessary to amend the Salute Committee’s FEC reports upon completion of 
the review. 

We have notified the FBI and the U. S. Attorney of the additional financial irregulanties 
involving the Salute Committee. 

It is important to note that Mr Haywood was engaged as a vendor to manage the 
contnbutions and compliance for the two joint committees and that Mr. Haywood neither had nor 
has any relationship with the Dole 2002 campaign, the Hayes for Congress campaign or the North 
Carolina Republican Party 

It is our intent to conclude the internal review of both joint committees quickly and to file all 
amended reports as soon as possible. 

We appreciate your assistance as we address the problems that have been discovered. Please 
contact me at (202) 295-4081 if you have any questions. Thank you. 

Sincerely, 

Cleta Mitchell, Esq. 
Attorney at Law 

0021029643 
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There were accounting irregulanties discovered by an internal audit that involves 
2 joint fundraising committees - the Dole North Carolina Victory Committee and 
the Salute to George Bush Committee (or whatever the correct name is for that 
committee). 
Mr Haywood did not work for, nor have any association with the Dole 2002 
campaign, the Hayes for Congress campaign or the North Carolma Republican 
Party He was hired strictly to manage the joint committees. 
No Dole Campaign, North Carolina Republican Party or Hayes Campsugn staff or 
consultants are implicated or under investigation. 
It is premature to tell you any dollar amounts at this time 
We have reason to believe that the person hired to manage the joint fund-raiser 
contnbutions and compliance - Mr. Allen Haywood - paid himself unauthonzed 
funds and may have purposely filed inaccurate reports to the Federal Election 
Committee to hide those payments. 
The Salute Committee had three participants - NCGOP, Dole 2002, Robin Hayes 
for Congress 
The Dole North Carolina Victory Committee had two participants - Dole 2002 
and the NCGOP. 
The irregulanties were first discovered by Dole campaign staff and legal counsel. 
ms matter has been turned over to the U.S Attorney and the FBI in Raleigh and 
the FEC has been made aware of the matter. 
Mr Haywood is a well known FEC compliance consultant in Washington D.C 
His background includes McCain for President 2000 and the National Republican 
Senatorial Committee. 
Other campaigns have had similar experiences such as Congressman Boehner, 
Senator Lott and former Congressman A m y .  
There were many joint committees dunng the last cycle - including one used by 
Erskine Bowles. 
Joint committees are fonned when two or more political organizations want to 
accomplish something together - generally to raise money. They share the 
expenses and share the funds raised. 


